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Introduction

Belgium

Taxation in Belgium is part of a series that presents information on
taxation in various countries of the world. The book is intended to
supply information of a general character regarding taxation in
Belgium for use as background when considering the conduct of
business in that country. Specific questions should be answered by
reference to the laws and regulations of the country and by consultation with professional advisors in the light of the particular
circumstances.
Taxation in Belgium is published in two forms: in a loose-leaf edition
and as a bound book. Only the loose-leaf edition may be supplemented
or revised. These supplements will appear on blue-colored sheets
inserted at the end of the book. These supplementary pages will be
keyed to the original text by chapter and section numbers and should
always be read in connection with the original text. In addition,
revised information may be presented on pages inserted in the basic
text to replace original pages. Revisions of this type are indicated
by a date that appears on the bottom of each replacement page.
Rules governing taxation are subject to change and reinterpretation,
in many cases with little or no advance notice. The information in this
book is based on material available to Deloitte Haskins & Sells as of
February 1980.
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The Tax System
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Chapter 1

Belgium

Tax Legislation
and Administration
1.01 Enactment of Tax Legislation
Belgium is a constitutional monarchy with legislative power residing
jointly in the King and a bicameral Parliament made up of the House
of Representatives and the Senate.
Any member of the Parliament as well as the King or the Minister of
Finance may propose tax legislation. No law may become effective
until it has been approved by both houses of Parliament and the King.
The levy of existing taxes is authorized annually by a law. Finance
bills authorizing the collection of taxes for the coming year are
usually passed by December 31.
The tax law generally does not provide all details. In many instances,
the King and the Minister of Finance issue decrees and regulations
that supplement the tax law by setting rates, granting exemptions,
establishing conditions and standards for the availability of certain
benevolent tax provisions, or instituting various procedures for the
administration of the Belgian tax system. The Minister of Finance
may also delegate to officials of his administration the authority to
issue regulations for the execution of tax matters.
The basic statutory authority on income tax law is the Income Tax
Code, which resulted from a Royal Decree, in 1964, that assembled
and annotated all laws relating to income taxes. The Royal Decrees,
elaborating many important issues for implementing this code, were
coordinated by the Royal Decree of March 4, 1965. Amendments
have been made in subsequent decrees. The Royal Decree of March
16, 1977, for example, provides for fiscal measures to promote
private investments.
1.02 Tax Administration
The executive power is vested in the King and the Ministers. The
Finance Ministry is responsible to the King and the government for
the execution of the tax law and for the collection of taxes. This
Ministry is subdivided into several divisions, each of which is headed
by a Director General of Taxes. There are separate administrations
for direct taxes, indirect taxes, and customs and excise duties.
The three administrations may exchange information concerning
taxpayers and must communicate the results of their verifications to
one another to ensure accurate tax assessments. They are also
allowed to collect information from all other official sources.
For administrative purposes, the country is divided into a number of
tax districts with a separate tax office for each tax administration
headed by a district director of taxes whose duties are to control tax
declarations, determine tax liabilities, issue tax assessments, collect
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taxes, and review appeals from taxpayers on the protested amount
of assessment. Many of these duties are carried out by controllers,
inspectors, and collectors of taxes in the tax district.
The Minister of Finance and his delegates are vested with various
rights and privileges in regard to the collection of taxes and the
investigation of a taxpayer's records. Moreover, they may require
Belgian companies with seats of operations of establishments
abroad, as well as foreign companies with an establishment in
Belgium, to nominate a responsible person resident in Belgium to
stand as guarantor.
Administration of Direct Taxes. The Administration of Direct
Taxes, through its departments and district tax offices, has
responsibility under the income tax code and related decrees for the
assessment and collection of Belgian income taxes. The administration also assesses and collects certain special taxes, such as
those on gambling and on gambling machines.
Administration of Indirect Taxes. This administration is responsible
for the collection of the tax imposed by the value-added tax code,
and registration and recording taxes, documentary and miscellaneous stamp taxes, and estate and gift taxes. The organization and
duties of the administration of indirect taxes are very similar
to those for direct taxes.
Administration of Customs Duties and Excise Taxes. The
collection of customs duties and excise taxes is handled by this
administration. Customs-bonded warehouses are under the exclusive
control of the customs authorities. Private-bonded warehouses,
private warehouses, and free transit warehouses, which are subject
to supervision by the customs authorities, also may be used for
storing goods of foreign origin.
1.03 Judicial Review
The superior court in Belgium is the Court of Cassation; below it are
Courts of Appeal which sit in Antwerp, Brussels, Ghent, Liege and
Mons.
An appeal from a district director's tax decision (4.03) may be taken
by the taxpayer to the appropriate Court of Appeal within 40 days
following notification of the decision. A Court of Appeal's decision
may be taken by the taxpayer or the tax administration to the Court
of Cassation on important questions of law. Court decisions are
published and provide an important source of case law.

4
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1.04 Taxes Imposed by Local Authorities
Local authorities in the provinces and municipalities are authorized to
levy a number of significant taxes. Among these are the additional
percentages calculated on "cadastral" income of real property
(13.03) and on resident individual income taxes (3.01 and Rate
Tables). The municipal income tax may presently not exceed 6% of
the individual income tax. It is not deductible for income tax purposes
whereas other local government taxes generally are. The income
taxes for the benefit of municipalities are collected by the Administration of Direct Taxes and apportioned among the municipalities.
Other major taxes levied by local governments include those on the
numbers employed, on the designated power of motors, and a
supplement on the state tax on the operation of motor vehicles.
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Belgium

Distinctive Features of the
Belgian Tax System
2.01 Summary
Belgium's major taxes include a personal and corporate income tax.
a value-added tax on goods imported and on goods and services
delivered in Belgium, various stamp, registration, and recording
taxes, and a tax on property inherited from a decedent's estate and
on gifts of property made by an individual during his lifetime.
Belgium generally taxes all items of income except those specifically
excluded. The personal income tax is levied at graduated tax rates
and corporate income tax generally at a flat rate. Belgium also makes
extensive use of the principle of taxation at the source. Withholding
is made applicable to most taxpayers and most income (Chapter 5).
The Belgian income tax system specifies four categories of income:
1. Income from real property
2. Income from personal property
3. Business and occupational income
4. Miscellaneous income
The importance of categories of income arises from the fact that
different deductions or allowances are available with respect to
different categories of income. The categories, however, are more
significant for individuals than corporations, since the latter
generally have only business income (6.02).
Interest (6.03), dividends (6.04), and other types of investment
income are examples of income from personal property. To lessen
duplicate taxation (a) on dividends in the hands of shareholders and
(b) at the corporate level on the profits out of which the dividends
are paid, individuals receive an imputed tax credit on dividends
from resident corporations. Also, by means of a dividends-received
deduction, corporations are taxable on only 5% (or 10%) of dividends received on shares that are held as a permanent investment
(6.04 and 9.04). There is a tax at the rate of 16.5% for capital gains
realized by individuals owning, directly or indirectly, at least 25%
of the shares of the company. The sale has to be made to a corporation ; gains on the sale of portfolio investment securities to other
individuals are not taxable. Gains on the sale of assets used in
business are taxable as business income of both individuals and
corporations. If long-term, however, these gains are taxed at a
reduced rate (6.05).
In the case of real property, the Belgian system retains the concept of
a presumed or "cadastral" income, discussed in detail below.
Some of the unique features of miscellaneous income, which applies
to individuals, are also commented on below.

6
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Tax Prepayment on Income from Ownership and Occupancy of
Real Property. Taxable income—The income derived from real
property (land and buildings) is taxable to both individual and
corporate taxpayers. It includes cadastral income of Belgian real
estate, certain realized income from foreign real estate other than
capital gains, and certain rental receipts from Belgian real estate
used for business or professional purposes.
The owner of real property located in Belgium is deemed to derive
an annual income therefrom called cadastral income, based on
estimated value determined and fixed by the Land Register Administration for each piece of real property.
If property becomes unoccupied or partially destroyed, cadastral
income will usually be abated accordingly. The presumed income,
after allowing for certain reductions, must be declared by the individual taxpayer along with any other sources of income. Corporations need not include cadastral income from rented real property in
their taxable income but only net rental income therefrom.
Taxable income of individual taxpayers from ownership and occupancy of real property is determined as follows:
1. Real property located in Belgium. When property is not used for
a business purpose by the owner or the tenant, the taxable income
is the cadastral income less certain abatements when property is
occupied by the owner. As in the case of corporations, cadastral
income of a property used by the owner in his business need not be
declared but only net rental income therefrom. In many cases, the
landlord charges the property taxes assessed on the cadastral
income to the tenant, thereby paying no tax on the rents collected.
When the rented property is used for a business purpose by the
tenant, the individual owner must declare the cadastral income plus
the excess of net rental income over the cadastral income. Net
rental income is considered to be 90% or 60%, respectively, of total
rent from land or other real property.
2. Real property located abroad. Income from foreign real estate is
taxable if not used for a business purpose, and is computed by the
same percentages of rental income as for property located in
Belgium.
Income from foreign real estate may be exempt under the provisions
of double taxation treaties, but is taken into consideration in determining the rates applicable to the other income. If not exempted
by treaty, the tax on assessable income from foreign real estate is
reduced by half for individuals and by 75% for corporations.
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Tax payable by individual and corporate taxpayers—The tax on
cadastral income is levied by way of a standard prepayment of 1.25%
plus provincial and municipal surcharges, the total prepayment
generally being over 25% of the cadastral income. The standard
prepayment and the surcharges are normally credited against income
tax liability, subject to certain restrictions. The credit is also allowable even when exemption from prepayment is granted as a special
tax incentive (2.05). The first restriction is that the standard
prepayment and the surcharges can be credited against tax liability
only up to 12.5% of the taxable portion of cadastral income. The
second restriction is that prepayment is never refunded even when
the taxpayer has no income against which a tax credit for prepayments would otherwise be applicable.
As in the case of corporations, if the real property is used in the
business by an individual, that part of the prepayment in excess of
12.5% of cadastral income can be deducted from income as a
business expense.
Miscellaneous Income. Miscellaneous types of income received
by an individual are usually taxed separately at special rates, unless
their inclusion in the individual's total taxable income results in
a lower tax burden. Such income includes:
1. Occasional profits from services, operations, and speculations
from a non-business activity and capital gain from sale of unimproved property held for eight years or less. These profits are
subject to a fixed 33% rate. The rate is 16.5% if the property has
been held for more than five years.
2. Certain subsidies to scientists, writers and artists, lottery prizes
and other nonexempted capital gains. These are subject to a 16.5%
tax rate.
3. Alimony payments are taken into account for 80% of the amount
attributed.
4. Taxation of capital gains. (See earlier in this section.)
2.02 Classification of Taxpayers—Forms of Business Organization
The main categories of Belgian income taxpayers include:
1. Individuals residing in Belgium subject to individual income tax
(impôtdes personnes physiques/ personenbelasting)
2. Resident corporations subject to corporation income tax (impôt de
sociétés / vennootschapsbelasting)
3. Nonresidents, either individuals or corporations, subject to
nonrésident income tax (impôt des nonrésidents/belasting der niet
verblijfhouders)
8
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An individual's business profits are included in income which is
taxable at graduated individual income tax rates (3.01 and Rate
Tables). Stock corporations and limited partnerships with issued
shares are subject to corporation tax (3.02 and Rate Tables). No
election is available to individuals or partnerships to be taxed as
corporations. Partnerships organized as legal corporate entities are,
however, treated as corporations unless they have made an election
(9.01) to have each member taxed individually. It is important,
therefore, to consider some of the forms of business organization
in Belgium. Most businesses take one of the two following forms: a
Belgian corporation or a company partnership with limited liability.
These are briefly described in the following paragraphs as are limited
partnerships, general partnerships, and the Belgian branch of a
nonresident company.
Corporation—Société Anonyme or SA (French) / (Naamloze
Vennootschapor NV (Flemish). An SA/NV is the Belgian equivalent of a corporation in the United States and a joint stock company or
stock corporation in various countries. The certificate of incorporation is drawn up before a notary public, registered, and published.
There must be at least seven shareholders, who may be individuals
or corporations. The minimum capital is BF1,250,000.* At least
20% of each share must be paid into the corporation upon formation.
If the shares are fully paid, a shareholder generally is not responsible
for corporate debts. Direction and supervision of the corporation
are vested in a board of at least three directors and one or more
statutory auditors. A general meeting of the shareholders must be
held once a year to approve the financial statements and the distribution of profits.
If a corporation is organized through a public offering of its shares,
additional formalities must be satisfied.
As mentioned in the following discussion of partnerships, limited
partnerships with issued shares are treated, for tax purposes, as if
they were stock corporations.
Company Partnership with Limited Liability—Société de Personnes à Responsabilité Limitée (SPRL)/Personenvennootschap
met Beperkte Aansprakelijkheid (PVBA). The SPRL/PVBA is a
limited liability company, sometimes referred to as a close corporation (9.01) or a private or personal company. The rules applicable
to a stock corporation generally also apply to the limited liability
company, but the latter enjoys certain privileges and suffers from
certain restrictions not applicable to the former.
* BF stands for Belgian francs.
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The capital of the company must be at least BF250,000, fully paid.
The number of member partners or associates owning the shares
may not be less than two nor more than 50. All members must be
individuals. A member generally is not responsible for company
debts. There is restricted transferability of the members' shares,
which are usually expressed in units, quotas, or fractions in the
articles of association, or in riders to such articles, rather than as
shares evidenced by issued stock certificates. Shares may not be
transferred without the consent of a majority of the members
owning at least 75% of the capital, except for transfers as indicated
in the articles of association or by operation of law.
One or more managers, who do not have to be members, are
appointed. A statutory auditor is required only if the number of
members exceeds five.
Partnerships. In addition to the company partnership with limited
liability, Belgian partnerships include:
Limited partnerships with issued shares (société en commandite
par actions/ vennootschap bij wijze van geldschieting op aandelen)
Limited partnership (société en commandite simple! vennootschap
bij wijze van eenvoudige geldschieting)
General partnership (société en nom collectif/ vennootschap onder
gemeenschappelijke naam)
These partnerships are the same as in many other countries. The
limited partnership has, at least, one general partner and one or more
partners with liability limited to their capital investment. For a
limited partnership with issued shares, the liability of a silent partner
is limited by his capital shares. In a general partnership, all the
partners have unlimited liability, as does the general partner in a
limited partnership.
For tax purposes, a distinction is made between three types of
partnerships:
(a) Those with issued shares
(b) Those organized as legal corporate entities
(c) Those not organized as legal corporate entities—de facto
partnerships
Partnerships with issued share capital are taxed in the same manner
as stock corporations (9.01). All the profits are subject to corporation
income tax and no exception is made for investment income or
profits distributed to members. Moreover, the compensation of
nonactive members, as well as an equal amount of the compensation
of active members, is nondeductible for tax purposes. When such a

10
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partnership is liquidated, the partnership is subject to a tax on the
excess of the distribution of partnership assets over paid-up capital
(9.07).
Partnerships without share capital, (b) and (c), include cooperatives
as well as the company partnership with limited liability, limited
partnership, and general partnership.
These partnerships resident in Belgium are legal corporate entities if
organized in accordance with the rules of the commercial code or
equivalent rules. The partnerships are basically subject to corporation income tax but are eligible to elect to have their income taxed to
the partners under the individual income tax system and, provided
the conditions outlined at 9.01 are met, the election may be made.
In the absence of an election, the partnerships are treated as "close
corporations." Accordingly, all income from the partnership is
taxable, including that distributed to partners as a return on invested
capital and any interest on loans made to the partnership by a
partner. However, the remuneration of active partners is deductible
by the partnership and is taxable to the partners as occupational
income.
De facto partnerships, generally those not of the commercial code,
are not considered to be legal corporate entities with their own legal
personality, are not taxed as corporations, and are not given the
option to be so taxed. The partners, accordingly, include in income
subject to personal taxation their distributive share of partnership
profits and long-term capital gains. The partners are considered to be
independent workers subject to self-employed social security
contributions.
Branch of a Nonresident Corporation. The branch or other establishment of a nonresident corporation is an entity which must comply
with various requirements. The branch must apply for entry in the
commercial registry and, before commencing business, must
obtain a commercial registry identification number. A sworn
translation of the foreign corporation's articles of incorporation,
with any amendments, must be published in the official journal.
The translation of the resolution to open a branch and the nomination of a local manager, together with a description of his powers,
must also be published. The parent company's consolidated
accounts must be similarly published annually. See 9.01 for taxation
of nonresident corporations.
2.03 Inclusive Concept of Income Taxation
Residents are taxable on their worldwide income, and nonresidents
are taxable on Belgian source income. For nonresidents, a number
of types of income specifically have their source in Belgium. These

Deloitte Haskins & Sells

11

Belgium

include income from employment and a permanent establishment in
Belgium.
See 9.01 for comparison of resident and nonresident corporations,
10.04 for resident and nonresident individuals, and 10.05 for
taxation of employees and corporate directors.
2.04 Taxable Year and Assessment Year
The taxable year is generally the calendar year; and the tax assessment year is the subsequent calendar year. A taxpayer may, however,
have a taxable year that does not coincide with the calendar year, if
proper accounting records are maintained. In such case, the accounting year is the taxable year; and the tax on income for such year is
assessed in the calendar year in which the accounting year ends.
2.05 Industrial and General Tax Incentives
A number of substantial incentive measures affecting taxable income
of corporations and individual businesses are available irrespective
of the area of the investment. The major incentives are:
(a) Exemption from tax of half of the profits, provided they are
employed in the country within 12 months following the close of the
tax period, in the construction of workmen's dwellings or other
social installations. This exemption also applies to profits which
are used for granting supplementary loans to the employees to build
or buy a house.
(b) Tax losses incurred during any given tax year resulting from
"cases of absolute necessity" or "Acts of God" ("force majeure")
may be carried forward for more than the usual five-year period.
(c) Tax losses of the five initial tax years incurred by companies
which were set up between January 1, 1967,and December 31, 1970,
and since January 1, 1972, can be deducted without limit.
(d) Favorable tax treatment is granted to foreign officers of foreign
enterprises when they are employed in Belgium. The special tax
concession is granted for a maximum period of eight years (10.05).
The following special tax advantages for new investments in certain
development areas were enacted by the law of December 30, 1970,
with respect to economic expansion:
(a) The tax applicable to realized nonexempt capital gains may be
reduced or void on condition that the proceeds be fully reinvested in
development areas within a certain period. A Royal Decree to fix
the conditions and the limits of this incentive is still to be issued.
(b) Capital grants provided in this law are exempt from income
taxes. However, in calculating depreciation, grants must first be
deducted from the cost or value of the capital investment.
12

Deloitte Haskins & Sells

Belgium

(c) Accelerated depreciation is available equal to twice the normal
annual straight-line depreciation for machinery, equipment, and
industrial buildings during three successive tax years. The three-year
period need not necessarily commence in the year of the investment.
(d) Contributions to the capital of corporations may be exempted
from payment of the capital registration tax.
(e) Exemption of real property taxes and other provincial and
municipal taxes may be granted for a maximum period of five years.
(f) Interest subsidies may be obtained for financing new investments.
(g) Employment premiums may be granted for creating new jobs.
(h) Aid is furnished for the realization of specific large-scale projects,
under terms of what are known as "progress contracts."
For companies that extract natural oil and gas from deposits in
Belgium, as much as 50% of the taxable income may be exempted
from tax if allocated to a special reserve, provided the reserved
amounts are reinvested within five years in Belgian real property,
business plant, or stock in Belgian companies.
Additional important fiscal measures have been taken to promote
private investments:
(a) A temporary investment deduction is granted to the extent of
15% of the value of 1979- and 1980-asset additions in excess of the
annual average additions between 1974 and 1976. The deduction
is limited to 6% of the assets' additions.
(b) Capital gains realized during the period from March 1, 1977,
to December 31, 1979, on tangible and intangible assets are exempt
from any taxation if the proceeds are reinvested in the company's
business within three years.
(c) Dividends paid by corporations which were formed or increased
their capital between March 1, 1977, and December 31, 1980,
inclusive, are tax exempt for a period of five tax years, provided the
capital stock was subscribed for cash and to the extent the distribution does not exceed 5% of the capital.
(d) The interest paid on loans and other debts contracted abroad
by Belgian companies between March 1, 1977, and December 31,
1978, may be exempted from withholding taxes provided these loans
or debts are used to finance operations which improve productivity,
reduce unemployment, or contribute to rationalization of the
economy.
(e) Companies may depreciate, at their discretion, tangible or
intangible assets which, between March 1, 1977, and June 30, 1978,
have been acquired by their own manufacture or under a contract
with third parties.
(f) Companies may also depreciate tangible or intangible assets on
Deloitte Haskins & Sells
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the basis of their cost price increased by 10% of the excess of
this amount over, respectively, one-sixth or one-tenth of the depreciable value of investments of a similar nature made during the
reference period, restricted to 40% of the eligible assets acquired
between March 1, 1977, and December 31, 1977,or between January
1, 1978, and June 30, 1978.
(g) The Royal Decree of March 16, 1977, extends the availability of
the declining balance depreciation method to all tangible and
intangible assets. The rate must not exceed twice the straight-line
rate based on normal life.
The Belgian tax system encourages consolidation and specialization
of enterprises. Thus, special tax treatment is given to corporate
mergers and other corporate changes.
2.06 Export Incentives
Companies that produce goods for export can qualify for the tax
incentives outlined at 2.05. Generally, there are no tax incentives
specifically directed toward exports. However, value-added tax does
not apply to goods exported, and the exporter usually may recover
the value-added tax paid on his purchases (13.01).
2.07 Revaluation of Assets
There are no provisions permitting or directing monetary correction
of the cost of assets and accumulated depreciation in accordance
with an officially determined inflation index. Belgian tax law permits
the write-up revaluation of assets, and special tax provisions exist
for the resultant "non-realized capital gains." These gains remain
tax free as long as they are accounted for by a revaluation reserve on
the balance sheet. The revaluation gain, however, becomes taxable
at appropriate rates if and when it is treated as a profit in the income
statement. In any event, unrealized gains on inventories of raw
materials, products, and merchandise reflected in the accounting
records are considered as profits from business activities and,
therefore, taxable (8.04).
2.08 European Common Market
The European Common Market (European Economic Community)
comprises the United Kingdom, Belgium, Denmark, France, Germany, Ireland, Italy, Luxembourg, and the Netherlands. The Market
is basically a union having a common economic goal in relations
with each other and a common economic policy in relations with
countries outside the Market.
There are no import-export duties on trade of most industrial and
farm products among the European Common Market countries
(13.02).
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Tax Rates
3.01 Individuals
Individual income tax is levied on the taxable income of resident
individuals, including their share of income from partnerships that
have not elected to be taxed as corporations. The income tax rates
are graduated to 72% and percentage reductions of the tax are
allowable for family dependents and for newly married couples.
The total tax is not to exceed an average rate of 67.5% of taxable
income. Special rates apply to capital gains and miscellaneous
income.
For a taxpayer who has dependents, the income tax is reduced by a
percentage that ranges from 5% for one dependent to a maximum of
100% for eight or more dependents, with a maximum tax reduction
ranging from BF4,618 for one dependent to BF256,775 for twelve
dependents. The term "dependents" includes the taxpayer's spouse
(10.01 and 10.03). The tax reduction for a newly married couple
is 20% of the income tax on the first BF125,000 of taxable income.
The part of the income tax that relates proportionately to taxable
foreign-source income from business activities is reduced by 50%
(11.02). If, however, this income is exempt in Belgium in accordance with the provisions of an income tax treaty, it is, nevertheless,
taken into consideration to determine the overall rate applicable to
the taxable income.
Individual tax rates, in general, also apply to nonresident individuals
subject to the nonresident income tax (10.04 and 10.05).
An underestimation surcharge is due if insufficient or no advance
payments are made within specified dates for that portion of the tax
due on business and occupational income of individuals other than
employees (4.02).
The municipal tax is a flat rate surcharge on the national income tax,
less the tax reduction for dependents.
3.02 Corporations
The standard income tax rate is 48% for corporations and for partnerships that have not elected to have income taxed in the hands of
partners under the individual tax system.
Reduced tax rates apply when taxable income does not exceed
BF15,000,000 and the corporation is not a financial investment
holding corporation nor the subsidiary of a resident or nonresident
corporation. A corporation is treated as a financial investment holding
corporation if it has more than 50% of its capital invested in one
or more corporations, other than 75%-owned subsidiaries (6.04 and
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9.04), and a corporation is considered as a subsidiary if it is 50% or
more owned by one or more corporations (9.01).
In certain instances, reduced rates apply to the part of the profit
arising from certain capital gains of resident and nonresident
corporations (6.05).
Certain foreign-source income is taxed at one-quarter of the normal
corporation tax rates (11.02).
Special taxes and treatment are also applicable to the purchase by a
corporation of its own shares and to liquidation profits of a liquidating
corporation (9.07).
The rate applicable to the income of nonresident corporations
operating through a branch in Belgium is 54%. This rate is applicable
regardless of whether the profit is retained in Belgium or remitted by
the branch to its parent (9.01).
Most of the tax treaties between Belgium and foreign countries
contain a non-discrimination clause which reduces the applicable
rate. For instance, the rate payable by the Belgium branch of a United
States corporation is 48%.
An underestimation surcharge is added to the main tax liability of
resident and nonresident corporations if insufficient or no payments
of the tax are made within specified time limits during the year
(4.02).
There is no municipal income tax surcharge on the corporation
income tax.
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Returns, Assessments, and
Payment of Tax
4.01 Returns and Assessments
Official Assessment. Annual income tax returns (called declarations
of taxable income) are information returns only. On these returns,
the taxpayer reports the various classes of income, less appropriate
deductions and allowances, that make up taxable income. In addition, partnerships must attach to their returns a schedule of the
distributive taxable income of their members. As an integral part of
their tax declaration, corporations are required to append to their
returns an approved copy of their balance sheet, statement of profit
and loss, and minutes of the directors' and shareholders' meetings
as well as sundry explanatory schedules.
The tax due on the declared taxable income is computed by the tax
officials who send the taxpayer a formal notice of assessment. The
notice indicates the balance of tax payable or refundable after taking
into account withholding taxes, advance tax payments, and tax
credits. Generally, the tax due may be validly established at any
time until June 30 of the second year following the tax year (2.04).
However, for a company that has an accounting year other than the
calendar year, the tax due generally must be established within six
months from the date of filing the tax return.
Income Tax Returns. Income tax return forms for noncorporate
taxpayers are issued shortly after the beginning of the tax assessment
year (2.04), and they should be completed and sent back to the tax
office within the time indicated on the form, which is usually one
month. Those who have not received a tax form may not take
advantage of this omission to escape the obligation of filing a return.
They are required to obtain a tax form no later than June 1, and to
complete and send it to the tax office in their jurisdiction. Individuals
with low incomes may be excused from filing income tax returns.
Corporations are required to complete and file annual income tax
returns within 30 days after approval of their financial statements at
the annual general meeting of shareholders and not later than six
months after the close of their accounting year.
4.02 Payment of Tax
Taxes are paid by way of notice of assessment, by withholding at the
source of income, by prepayments on account (depending on the
nature of the income), and by advance payment of the estimated
income tax liability for the year on income from business and
professions.
Taxes paid by way of notice of assessment (4.01) are usually
payable within two months from the date of delivery of the tax bill
to the taxpayer.
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Withholding taxes on wages, salaries, and other remuneration (5.01)
are payable by the withholding agent to the tax collector within two
weeks from the end of the month in which the income is paid; and
withholding taxes on income from personal property, such as
interest, dividends, and royalties (5.02), are payable by the withholding agent to the tax collector generally within two weeks from
the date the income is paid. If not subject to Belgian withholding tax
at the source, a 20% tax prepayment is payable by the recipient on
investment-type income (except dividends); and this tax is generally
due within two weeks from the date the income is realized or
collected.
Advance payments of estimated income tax are discussed below.
Advance Payments of Estimated Income Tax. Advance payments
may be made of the estimated annual tax on income from business
and occupation, except income of employees. When the tax payments during the year exceed the main tax liability, the excess is
repaid or may be credited against the tax of the succeeding year or
years. An underestimation surcharge is added to the main tax liability
if the advance tax payments are not sufficient or not made. The
surcharge provisions apply to individuals and to both resident and
nonresident corporations.
Corporations. To avoid or minimize the surcharge for an accounting
year ending December 31, advance payments equal to one-fourth of
the estimated annual tax liability should be made on or before the
following dates: April 10, July 10, October 10, and December 20.
Deficiencies in advance tax payments, less excesses at each of the
first three instalment dates, are charged at 4 ½ % , plus 13½% for a
deficiency at the 20th of the last month. The effect on the total tax
bill of not having paid one-fourth of the actual tax liability at each
instalment date is 11 / 8 % . 2 ¼ % , 33/8%,and13½%,respectively, or
2 0 ¼ % total. The following is an illustration of the surcharge on a
deficiency of BF25,000 in each quarter payment and BF100,000
total for the year:
1 . BF 25,000 at

4½%

BF 1,125

11/8%

2.

50,000 at

4½%

2,250

2¼%

3.

75.000at

4½%

3,375

3

100,000 at 13½ %

13,500

13½%

BF20,250

20¼%

4.
Total

3/8%

The 13½% rate is the surcharge for three quarter periods ( 4 ½ % X
3) ending in the next year, which is the presumed period the

20

Deloitte Haskins & Sells

Belgium

deficiency is deemed to exist until it is added to and included with
the assessment of the main tax liability.
An equivalent schedule of due dates for a non-calendar accounting
year calls for advance payments equal to one-fourth of the estimated
annual tax liability by the 10th of the ninth, sixth, and third month
from the end of the accounting year and by the 20th of the last month.
The surcharge varies yearly according to the National Bank interest
rate for advances as of January 1.
4.03 Examination of Returns
The administrative work of reviewing returns and preparing
assessments is ordinarily carried out by the controller of taxes.
Assessments on the basis of taxable income shown in a tax return
are discussed at 4.01. When a return furnishes inadequate evidence
as to taxable income, the controller may require additional written
accounting records and any other necessary supporting documents.
Failure to comply with the request can cause income tax to be
assessed "ex-officio," according to presumed income. In addition,
an administrator of direct taxes may require third parties, either
individuals or corporations, to give testimony at a hearing or to
produce information to aid in determining the amount of income
subject to tax.
If a tax return is not made, or is filed after the due date, tax may also
be assessed ex-officio on the basis of presumed income, which in
the case of a business may be determined by comparison with other
taxpayers in a similar business. In these instances, as well as where
declared income is incorrect, the period in which assessment can be
made is extended to three years from January 1 following the tax
year concerned. Moreover, when in a judicial proceeding it appears
that a litigant has intentionally made an erroneous declaration or
has failed to declare all taxable income in any of the five years
preceding the date of the start of the proceeding, assessment can
still be raised beyond the three-year period.
If a taxpayer objects to any notification of amendments to his
declared income made by the examining controller, he may appeal
to one of two tax commissions. The decision of the commission
extends only to the amount of a taxpayer's taxable income and is
not binding on either the taxpayer or the controller of taxes.
Whether or not a prior appeal was made to an appropriate commission, the taxpayer may appeal in writing, within six months from
the date of the notice of additional assessment, to the district
director of taxes and protest the amount of the additional tax
assessed. The taxpayer is normally required to pay the contested
tax liability and then obtain refund when the claim has been accepted.
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If he wishes to defer payment he must, at the time of protest, request
postponement. For judicial review of district director decisions, see
1.03.
4.04 Interest and Penalties for Late Filing and Late Payment
When payment of taxes is delayed beyond specified due dates,
interest is normally imposed at the rate of 1% a month. Interest is
waived by statute if the delinquent tax or the interest does not exceed
specified, nominal amounts. The district director of taxes is given
discretion to waive interest on delinquent taxes in special cases.
In addition to interest, administrative and penal sanctions may be
imposed for late filing of tax returns, for filing incomplete tax returns,
and for certain violations of the tax law. Administrative penalty
consists usually in an increase of the tax liability. Taxes relating to
undeclared income may be administratively tripled, but they cannot
exceed such income.
Insufficient or no advance payments of estimated income tax liability
for the year are subject to an underestimation surcharge (4.02),
rather than other penalties or interest. After the surcharge has been
determined, however, it is added to and included with the main tax
liability, which accordingly bears interest if delinquent.
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Withholding Taxes
5.01 Withholding of Income Tax on Wages, Salaries,
and Other Remuneration
Income tax is withheld from wages, salaries, and other remuneration
paid to employees, managers, and directors for personal services
rendered. Deduction is made by the payer according to schedules
and graduated rates fixed by decree; and the tax withheld is periodically remitted to the appropriate tax collector's office. If an employee, such as a waiter, receives most of his remuneration from tips
or service fees, the employer is authorized to collect, beforehand,
from the employee any withholding tax due on such remuneration.
Payments to resident and nonresident directors of Belgian corporations which consist of shares of profits, attendance fees, etc., are
also subject to a withholding tax at rates ranging from 6% (up to
BF1,000,000) to 37% (BF4,000,000 and above).
Tax is also deducted from certain pensions, subsidies, and prizes
paid to writers, artists, scholars, and the like; from annuities payable
for life; and from alimony or support money paid to nonresidents as
well as certain payments made to nonresidents for services rendered
in Belgium.
The tax withheld is credited against the individual's main income tax
liability. If this results in an overpayment of tax, the excess is
refundable.
An employer or any other withholding tax agent is required, at the end
of each calendar year, to furnish the payee a special form showing
the payee's identity, the amount of earned income, and the related
tax withheld. This document enables the individual concerned to
complete and file his individual income tax return. Copies of each
form, together with a summary sheet of all forms issued, are transmitted annually to the tax administration.
5.02 Withholding on Interest, Dividends, and Other Payments
A withholding tax of 20% is normally imposed on investment-type
income whether paid by a corporation or an individual. Investmenttype income encompasses interest (6.03), dividends (6.04),
royalties (6.06), and certain items of miscellaneous income (2.01).
In general, credit against tax liability is given for withholding taxes
paid on investment-type income. Where this credit exceeds tax
liability, it is normally refunded.
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The effect of withholding taxes on the various kinds of investment
income often depends on the nature of the activities and residence of
the payer and payee, as well as the specific kind of income. Accordingly, the effect of such withholding from particular income items is
discussed in paragraphs explaining their general tax treatment.
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Income Subject to Tax
6.01 The Nature of Income—Nontaxables
Income is not comprehensively defined for tax purposes although
categories of taxable income are precisely enumerated (2.01), and
the methods of determining net taxable income are quite detailed.
In principle, income arises when cash or other property is realized
from any source. Generally, all items of income are taxable except
those specifically excluded.
Some of the representative types of income exempt from tax on individuals are: prizes; interest on certain government bonds issued free
of all taxes; interest up to a prescribed amount on certain savings
deposits (6.03); dividends on preferred shares of the National
Belgian Railways Company (6.04); corporate liquidating dividends,
since these are subject to a special liquidation tax on the corporation
(9.07); capital gains realized on the sale of personal belongings,
on portfolio investments, and on real property, with exceptions in
special circumstances (6.05); social security benefits and pensions
in some cases; certain welfare payments to employees, such as
wedding gifts, aid in exceptional circumstances, and so on; and a
limited exclusion of employees' remuneration for traveling expenses
from home to place of work.
Corporations, as well as individuals, are exempt from tax on interest
on certain government bonds issued free of all taxes. Also, special
tax exclusions or deductions from income, which have the effect of
exemptions, are applicable to corporations. Among these are the
90% or 95% dividends-received deduction from intercorporate
dividends (6.04) and tax-free mergers (9.07).
Income may be exempt under the provisions of bilateral tax treaties
for the relief of double taxation (11.01). Unilateral relief also may
apply to foreign source income (11.02).
6.02 Business Income
Although individuals and corporations are taxable under separate
and distinct rules, the determination of taxable income is substantially the same insofar as business profits are concerned. Profit
means the total amount of income realized or collected through the
carrying on of business activities, regardless of the character of the
income or the form of organization adopted for doing business.
For an individual, business income is treated separately from other
types of income, such as from occupation (employment, remuneration of directors and of partners, etc.), real property (rents, etc.),
personal property (interest, dividends, etc.), or miscellaneous
income. Generally, all types of income generated by corporations.
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and by the Belgian permanent establishment of a nonresident individual or corporation, are business income. See9.01 for corporations.
Dividends received by corporations are a particular type of business
income, for purposes of the dividends-received deduction (6.04).
Gain realized by individuals and corporations on the sale of business
assets is generally treated as ordinary profit. However, long-term
gain on the sale of assets used in business (other than inventories)
is separately identified and taxed as capital gain. If realized by an
individual, gain on the sale of unimproved real property is generally
nontaxable, even when the property is an asset used in business.
This exemption is not available, however, if the individual's gain is
treated as speculation gain or if the property has been held by a
real estate dealer or developer (6.05).
The principles for determining industrial, commercial, financial,
agricultural, professional, and other business profits are basically
alike. Profits are computed according to generally accepted accounting rules, with necessary tax adjustments. In the case of a corporation, profits are further classified as undistributed earnings (being
the net increase in retained earnings and taxable reserves for the
year, distributed profits, nondeductible expenses, and directors'
remuneration, as explained at 7.01).
6.03 Interest Income
Interest from Belgian sources is taxable in a taxpayer's annual income
tax return, including interest received by nonresidents through a
permanent establishment or from mortgages on real property in
Belgium. A tax treaty exception may be applicable, however, in
respect of mortgage interest (11.01), in which case the interest is
solely taxed through the withholding tax system, subject to tax treaty
rate reduction or exemption. Generally, other interest payments to
nonresidents are taxed solely through the withholding tax system.
Withholding tax always applies to payments to nonresidents and to
virtually all payments to residents. The standard withholding tax
is 20% of the payment (5.02).
A few exemptions are applicable. For individual taxpayers, there is
an exemption on the first BF15,000 of interest received on certain
deposits in domestic banks and credit institutions; and there is also
an exemption on the first BF10,000 of interest on certain other
domestic savings deposits and fixed-yield bonds, which is reduced
byBF1 for every BF1 of taxable income in excess of BF360,000.
Certain issues of government bonds are free of all taxes.
The amount taxable in the annual tax return is determined by grossing
up the interest received. Thus, when the withholding tax rate is 20%,
interest received in the amount of BF100 is equal to taxable interest
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of BF125. The withholding tax of BF25 is allowed as a credit
against the taxpayer's main tax liability.
Generally, foreign source interest, net of any foreign taxes, is taxable
income and, if the interest received from abroad is treated as taxable
income in the source country, a deemed-paid 15% foreign tax credit
is allowable, regardless of the amount of foreign tax paid (11.02).
If foreign source interest is received from or through a Belgian
withholding agent within or outside Belgium, income tax is withheld. When received without withholding tax, the recipient makes
a withholding tax prepayment at the rate of 20% of the amount
realized or collected. The amount of foreign source interest is
grossed up by this withholding tax, but not by the deemed-paid
foreign tax credit. The Belgian withholding tax and the deemed-paid
foreign tax credit are allowed as a credit against the taxpayer's main
tax liability.
The computation of the amount of Belgian and foreign source interest
taken into taxable income is shown in the following example:
Example—Interest received by residents:
Interest received:
From domestic sources, net of tax
From foreign sources, net of foreign taxes
Less—Belgian withholding tax on foreign

BF100
BF100

source interest, 20%
Interest received, net of tax

20
100

80

25

20

BF125

BF100

BF 25

BF 20
15
BF 35

Belgian withholding tax grossup:
2 0 / 8 0 of net interest
Taxable amount of interest
Tax Credits:
Belgian withholding tax, 20%
Foreign tax credit. 15%
Total tax credits

BF 25

The deemed-paid foreign tax credit applies to foreign source income,
including interest, as explained at 11.02. This credit has been
shown separately in the example above to illustrate its effect on
interest income.
6.04 Dividends
General. Dividends in cash or in kind are taxable; however, dividends paid in capital stock of the corporation are normally nonDeloitte Haskins & Sells
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taxable. Dividends paid by resident corporations are subject to withholding tax (5.02). Profits paid or credited by the Belgian branch
of a nonresident corporation to its home office abroad are not considered as dividends. Stock redemptions are deemed liquidations,
subject to a liquidation tax on the corporation at a special rate in lieu
of taxation of the shareholder (9.07).
Dividends on preferred shares of the National Belgian Railways
Company are exempt.
Special provisions afford relief to both individual and corporate
shareholders from double taxation on the distributed profits of resident corporations. As indicated at 3.02, a corporation is subject to
income tax on its profits; consequently, when the corporation pays
a dividends portion of the corporation income tax is imputed to
individual shareholders in the form of a tax credit. The tax imputatation applies to all dividends, whether paid from profits of the
dividend year or prior years and whether paid in a loss year from
profits of prior years. To ascertain the imputed tax credit, individual
shareholders look to the prescribed rate of the tax credit (3.02)
rather than the tax rate of the corporation paying the dividend. The
credit for the imputed tax and the withholding tax on dividends are
further explained and illustrated in the discussion that follows in
respect of dividends received by resident individuals.
For resident corporate shareholders receiving dividends from domestic or foreign sources, an important distinction is made between
"permanent" and "nonpermanent" investments in other corporations. with a dividend-received deduction (as explained subsequently) being applicable to dividends on permanent investments.
Received by Resident Corporations. Resident corporations are fully
taxable on domestic and foreign source dividends received on nonpermanent investments. In contrast, dividends received on permanent investments are subject to a 95% dividend-received deduction,
so that 5% is taxable. If, however, the recipient is a financial investment holding corporation (3.02 and 9.04), the deduction is lowered
to 90%, with the remaining 10% being taxable. To qualify as a
permanent investment, the shares must be held by the shareholder
corporation throughout its taxable year. In very limited circumstances, the permanent investment status is available to resident
corporations even though the shares are not held throughout the
year; for instance, shares surrendered or acquired during the year in
connection with liquidations, mergers, and corporate reorganizations.
Domestic dividends are subject to withholding tax.
Dividends from domestic sources are grossed up by the imputed tax
credit and withholding tax.
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Dividends from foreign sources on permanent investments are
grossed up by the deemed-paid foreign tax credit of 5%. Foreign
source dividends on nonpermanent investments are not grossed up.
The imputed tax credit (applicable to domestic source dividends on
nonpermanent investments) is allowable as a set-off against the
portion of the shareholder's main tax liability that bears the same
ratio to the total tax as the income from domestic source dividends
is to the total income. If all the imputed credit is not absorbed in this
way. the excess is generally not otherwise creditable or refundable.
The deemed-paid foreign tax credit (applicable to foreign source
dividends) is fully creditable against the main tax liability. Any
excess relating to permanent investments is refundable; for nonpermanent investments, it is not refundable.
For the computation of the taxable amount of dividends when the
imputed tax credit is 57.5% and the Belgian withholding tax rate is
20%, see Examples A and B which follow.
Example A—Dividends received by a resident corporation from
other resident corporations :
Dividends received, net of tax:
On nonpermanent investments
On permanent investments
Belgian withholding tax grossup:
2 0 / 8 0 of net dividends
Total

BF100
BF100
25

25

125

125

Belgian imputed tax credit grossup:
57.5/100 of net dividends received
Total

57
125

182

119

Dividends received deduction. 95%
Taxable amount of dividends
Tax credits:
Belgian imputed tax credit. 57.5%
Belgian withholding tax, 20%
Total tax credits
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6

BF 57
25

BF 25

BF 82

BF 25
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Example B—Dividends received by a resident corporation from
foreign sources:
Dividends received, net of foreign tax:
On nonpermanent investments
On permanent investments
Deemed-paid foreign tax credit

BF100

Total

BF100

BF100
5
BF105

Dividends received deduction, 95%
Taxable amount of dividends

100
BF100

BF

5

BF 15

BF

5

Tax credits:
Deemed-paid foreign tax credit

Received by Resident Individuals. Dividends received from resident
corporations are included in taxable income in the annual tax return
of resident individuals. The taxable amount is determined by
grossing up the dividend received by the rate of the imputed tax
credit (3.02) and the withholding tax (5.02). Thus, when these
rates are 57.5% and 20%, respectively, a dividend of BF100 is equal
to a taxable dividend of BF182. The imputed tax credit is then
allowable as a setoff against the portion of the shareholder's main
tax liability that bears the same ratio to the total tax as the income
from domestic source dividends is to the total income. If all the
imputed credit is not absorbed in this way, the excess is generally
not otherwise creditable or refundable. The withholding tax is fully
deductible from the main tax liability, and any excess is refundable.
Foreign source dividends, net of any foreign taxes, are also taken
into taxable income and a deemed-paid 15% foreign tax credit is
allowable, whether or not the dividends are taxable income in the
foreign country. When foreign source dividends are directly received
and cashed in Belgium, or if received from or through a Belgian
withholding agent within or outside Belgium, income tax is withheld
(5.02). The amount of foreign source dividends is grossed up by
this withholding tax, but not by the deemed-paid foreign tax credit.
Both the Belgian withholding tax and the foreign tax credit are fully
creditable against the main tax liability. The computation of the
taxable amount of a resident individual's domestic and foreign
source dividends is illustrated in Example C which follows.
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Example C—Dividends received by resident individuals:
Dividends received:
From resident corporation, net of tax
From foreign corporation, net of foreign taxes
Less—Belgian withholding tax on foreign
source dividends, 20%
Dividends received, net of tax

BF100
BF100
20
100

80

25

20

125

100

Belgian withholding tax grossup:
2 0 / 8 0 of net dividends
Total
Belgian imputed tax credit grossup:
57.5/100 of net dividends
Taxable amount of dividends
Tax credits:
Belgian imputed tax credit, 57.5%
Belgian withholding tax, 20%
Foreign tax credit, 15%
Total tax credits

57
BF182
BF 57
25
BF 82

BF100

BF 20
15
BF 35

The deemed-paid foreign tax credit applies to foreign source income,
including dividends, as explained at 11.02. This credit has been
shown separately in the example above to illustrate its effect on
dividend income.
Received by Nonresidents. Generally, nonresident corporations and
individuals are only subject to the 20% withholding tax on dividends
received from Belgian corporations. Treaties often provide for
reduced rates of withholding. Under the United States-Belgium tax
treaty, the withholding rate on dividends paid by a Belgian corporation to United States shareholders is 15%.
If, however, a nonresident shareholder is a corporation which conducts business in Belgium through a permanent establishment,
domestic and foreign source dividends received through the permanent establishment are subject to the same tax treatment as described
previously for dividends received by resident corporate shareholders.
The 95% or 90% exemption is granted only if the shares were held
during the permanent establishment's entire taxable year. Withholding taxes paid on dividends received from a Belgian corporation
may be credited against the liability for nonresident income tax on
the Belgian permanent establishment. Foreign source dividends
received through the Belgian permanent establishment are subject to
the 20% withholding tax, payable by the recipient directly to the
Deloitte Haskins & Sells
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Belgian tax authorities. Similarly, if a nonresident individual received
dividends through a Belgian permanent establishment, they are
included in taxable income subject to the graduated income tax rates
in the same manner as for dividends received by resident individuals.
6.05 Capital Gains and Losses
Individuals are normally exempt from income tax on capital gains,
except for gains on sale of assets used in business, certain gains on
sale of land, and certain "speculative" gains. Generally, any category
of capital gains realized by corporations is subject to taxation.
A slightly adjusted basis is provided for assets acquired prior to 1950
to reflect a nominal amount of inflation by means of coefficent
multiplication of the initial cost basis. That part of the gain resulting
from application of the coefficient is considered as tax-free monetary
reserve not available for distribution.
Gains realized by individuals and corporations on the sale of business
assets are taxed as ordinary business profits, unless the gains are
from capital assets used in business for a long enough period of time
to qualify for reduced, long-term capital gain tax rates. For this
purpose, capital assets include real property (land and buildings,
except certain land held by individuals, and land and buildings held
by real estate dealers and developers) and personal property (plant,
machinery, and equipment, and portfolio investment shares and
securities; but not inventories, such as raw materials, products, and
merchandise). If the capital asset has been used for business purposes for more than five years, the gain is taxed at a reduced rate of
16.5% in the case of individuals and 24% for corporations. If the
aforementioned five-year test is met, the gain is exempt to the extent
the selling price of the asset does not exceed its purchase price
multiplied by a coefficient, less depreciation.
Capital gains realized between March 1, 1977, and December 31,
1979, may be fully exempted (2.05).
If an indemnity is received for involuntary conversion of capital
assets, any gain realized is not taxed if the proceeds are reinvested
in the business within three years. If new capital assets are purchased, their basis is the new purchase price.
See 9.07 for taxation in the case of corporate liquidations, mergers,
and other changes.
Generally, nonrealized capital gains are not taxable, whether entered
in the books or not. However, nonrealized gains on inventories, such
as raw materials, products, and merchandise, are considered as
profits from business activities and, therefore, taxable as ordinary
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income. Tax-free voluntary revaluation of capital assets is discussed
at 2.07.
The long-term capital gains tax rate for corporate taxpayers applies
to the extent the capital gain does not exceed taxable income. Any
excess is nontaxable.
In the case of gains on the sale of shares held for more than five
years, the reduced rates do not apply to that part of the gain representing the amount of any amortization previously allowed for any
decrease in value of the shares in prior years.
Example:
Purchase or subscription price of the
shares held by a corporation for
more than five years

BF1,000

Allowed amortization in prior years

200

Net book value

800

Selling price

1,200

Total capital gain

BF 400

Capital gain taxable as follows:
At corporation tax rate of 48%
At reduced rate of 24%

BF200
200
BF 400

An individual taxpayer is exempt from tax on gains resulting from the
sale of unimproved land, whether or not used for business purposes,
provided the gain is not speculative nor realized as a real estate
dealer or developer. Speculative gains of individuals are taxed at a
flat rate of 33%. Whether or not any gain is "speculative" is a question of fact, and depends on the nature of the assets, period of
ownership, and frequency of the transactions. Speculative losses may
be offset only against speculative gains and can be carried forward
for five years. With respect to unimproved real property, however, a
disposition is deemed to be speculative if the transfer occurs within
eight years after purchase by the individual taxpayer or, if acquired
by gift, within three years from the date of the gift and within eight
years after purchase by the donor. In such case, the gains are taxed at
33%. If held from five to eight years, the rate is 16.5% and if held
over eight years, no tax is assessed. By the law enacted on December
22, 1977, a special tax is levied on gains resulting from the sale of
land situated in the so-called development zones. Regardless of the
date of acquisition, the gain on sale of such land is taxed at 33% if
it has been held for less than 10 years or 16.5% if it has been held for
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less than 16 years after the registration of the property as building
land.
Capital gains realized on the sales of real properties (land and
buildings) by individuals and corporations engaged in the purchase
or construction and the sale or renting of real estate are treated as
ordinary business income subject to full income tax rates, irrespective
of how long the real estate has been held before sale. These rules
apply to properties acquired for resale and not used by the owner for
his business. Another exception to the general rule applies to the
gain on sale of land by this category of taxpayers. Part of the gain
equal to 5% of the purchase price calculated for each year over the
five-year period during which land has been held will be tax exempt.
The exempted amount, however, may never exceed 50% of the
purchase price.
Example:
Land:
Purchase price in 1952

BF

Selling price in 1974

500,000
2,000,000

Total capital gain

BF1,500,000

Deduct tax-free portion computed as follows:
BF500,000 X 5% X 17 years: BF425,000
Limitation to 50% of BF500,000

250,000

Taxable at the full corporation tax rate of 48%

BF1,250,000

6.06 Income and Expenses Connected with Patents, Copyrights,
Technical Services, Trademarks, and Other Similar Rights
Patent Royalties Generally. Patent royalties are either treated as
business income or as income from personal property for an individual not engaged in business activities. Only the net amount of a
patent royalty is subject to tax. All expenses incurred in earning the
patent royalty are deductible from total income. These expenses
include, but are not limited to, foreign taxes and Belgian value-added
tax. If a patent royalty is not business income, a standard deduction
of expenses may be taken instead of actual expenses. The standard
deduction is expressed as a percentage of gross royalties. For
royalties from patents and other licenses, the standard rate of deduction is 15%; for other royalties, the percentage varies as high as 85%
on the income from a license to show movies or to make records.
An important element of Belgian taxation of patent royalties is a 16%
value-added tax, which is reduced to 6% for rental and licensing of
movie films. Unless otherwise agreed, the licensee pays this tax.
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As may be seen under 13.01, however, value-added tax paid may
normally be credited against the value-added tax payable on a Belgian
resident's turnover.
Patent royalties paid to Belgian resident corporations and individuals
and to the Belgian permanent establishments of nonresident entities
are not subject to the 20% withholding taxes.
If royalty income has been subject to a foreign income tax, a credit
equal to 15% of the net royalty income is allowed. No account is
taken of the amount of foreign income tax actually paid. The 15%
credit is normally allowed in an amount not to exceed the Belgian
corporation tax liability. If the patent is part of an individual's
business property, the 15% credit will be allowed in an amount not to
exceed the tax liability attributable to his total business income.
If the patent is non-business property, the credit against individual
income tax liability is limited to the individual income tax attributable
to income from personal property.
Gains on the sale of patents are usually taxed as ordinary business
income.
Patent Royalties Paid to Nonresidents. Nonresident individuals and
corporations are subject to nonresident income tax on net patent
royalties (i.e., after the allowance of a 15% deduction from gross
royalty payment to account for expenses incurred in earning the
royalty). If the royalties are received by the Belgian permanent
establishment of a nonresident taxpayer, there is no withholding, as
when the nonresident taxpayer receives the patent royalty directly.
In the latter case, the 20% withholding tax discharges final nonresident income tax liability on the royalty income.
Under various treaties, patent royalties paid to nonresidents are not
subject to Belgian income tax unless the recipient has a permanent
establishment in Belgium, in which case Belgian nonresident income
taxes are to be paid (11.01).
Payments for Use of Trademarks, Copyright Royalties, Designs,
Secret Processes, and Formulae. These payments are taxed, in
substance, in the same way as patent royalties.
Technical Service and Management Fees. Technical service and
management fees are taxable as ordinary business or occupational
income. Generally, the payments are not subject to withholding,
unless the services are performed in Belgium by a nonresident
individual. If so, the fees are subject to special progressive income
taxation with rates as high as 35%.
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6.07 Insurance Proceeds and Annuities
In general, where premiums have been claimed by an individual as
an expense for tax purposes, the resultant income from the policy
will be subject to individual income tax.
Taxable annuities include those arising from capital payments and
the surrender value of life insurance contracts, the conveyance of
real property by way of life annuities, and the receipt of a capital
sum under insurance plans. Where the identity of the payee is
disclosed to the tax authorities, no withholding taxes are levied
upon the yearly income payments. Where a life annuity arises from a
capital payment, the yearly income in excess of 3% of the capital
amount originally paid in is exempt from tax. Where an annuity
arises from the conveyance of real property, the real property is
treated as a capital payment. In such case, the real property is
valued according to the law governing registration (13.04).
The receipt of a capital payment under insurance plans during a
taxable year is treated as the receipt of an annuity for that year and
each taxable year of the recipient's lifetime thereafter. Capital
transactions accorded such tax treatment include receipt of life
insurance proceeds and conversion of an existing annuity or pension
into a lump-sum payment. The yearly amount treated as an annuity
is expressed as a percentage of the capital sum. The percentage
depends upon the age of the taxpayer at the time the lump sum was
received. The lowest possible percentage is 1%, corresponding to
receipt at age 40; and the highest is 5%, corresponding to receipt at
age 65 or above.
6.08 Foreign Exchange Gains and Losses
Generally, foreign exchange losses are recognized as incurred and
gains as realized. Unrealized gains remain tax free even when
recorded in the books.
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Deduction Items
7.01 Business Expenses
Generally, all expenses incurred for the production of profits of a
business or occupation are deductible from income. A business
expense usually must be incurred by a taxpayer in the year in which
it is deducted from income. Business expenses must be supported by
appropriate vouchers.
To combat tax avoidance, the tax law requires that those receiving
payments from a taxpayer be identified. Thus, all remuneration (fees,
commissions, and gratuities of any kind) should be disclosed to the
tax authorities in appropriate records or annual information schedules showing the names of the payees and the amount paid.
Generally, no deductions are allowed for payments made to undisclosed persons. Moreover, when paid by corporations, they are
subject to a special tax calculated at the rate of 67.5%, less credit for
the corporate income tax payable on profits out of which the amounts
have been paid. Where profits are insufficient to cover the payments,
an abatement or elimination of the tax credit will occur.
Specific provisions allow the deduction of certain items as business
expenses that might not be deductible under the more general
provisions of the law. These include certain payments to employee
funds, social security contributions, gifts to universities and other
recognized organizations, premiums on certain insurance, and a flat
standard deduction from occupational income. This deduction is
increased for employees of foreign enterprises who are temporarily
assigned to Belgium (10.05). Reserves for probable losses and for
future expenditures are allowable (7.1 5).
To be deductible, an expense must be associated with the needs of
the business. Nevertheless, some expenses considered necessary are
specifically not allowed (7.16). The tax law gives a list of deductible
expenses. Some of the major items are reviewed in detail in this
chapter.
The special rules relating to deductibility of remuneration paid to
corporate directors and shareholders of a close corporation are
discussed next.
Remuneration Paid to Corporate Directors. Remuneration of any
kind paid to employees and others is generally deductible, provided
the payees and amounts are disclosed. However, a corporation
generally may not deduct as business expense the remuneration
that it pays to members of its board of directors. But if the directors
are active in the operations of the business and actually perform
duties on a regular basis, a deduction is usually allowable for the
part of their remuneration that exceeds the highest remuneration
paid nonactive directors. When an individual is an active director of
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two or more corporations, he may designate which two can avail
themselves of any deduction connected with his remuneration. Most
social benefits and pensions related to the allowable remuneration of
an active director are deductible by the corporation. Whether or not
a director's remuneration is deductible as business expense, the
corporation must withhold income tax on the payments. (5.01)
As in the case of dividends received by resident individuals from
resident corporations (6.04), the director is entitled to an imputed
tax credit on the part of his remuneration that is not deductible by the
corporation; and his taxable income is grossed up by this tax credit.
For this purpose, the gross-up factor is 46/100 of the nondeductible
remuneration. The director then receives credit against his income
tax liability for the imputed tax credit and the amount of tax withheld.
This tax treatment for corporate directors also extends to and
includes the remuneration paid to "commissaires" (the corporation's
statutory auditors).
Shareholders of Close Corporations. In the case of a close corporation, which has not opted to avoid corporate income tax (9.01), the
tax effects of distributions to shareholders depend upon whether the
shareholder actively performs administrative duties for the corporation under contract or is merely an inactive shareholder. Distribution
of a close corporation's profits to active shareholders must be
divided between those with respect to invested capital and those in
payment for administrative services actually performed. In the
absence of evidence or provision in the articles of incorporation to
the contrary, any distribution to an active shareholder that does not
exceed 6% of his invested capital is deemed to be a return thereon.
This is usually so when all shareholders are inactive, in which case
the corporation is allowed no deduction. Amounts paid to active
shareholders for administrative duties are usually deductible in full
as ordinary business expense if the amounts are reasonable.
Although it is regarded as employment income of the shareholder,
such income is not subject to withholding tax on compensation.
Distributions subject to corporation tax are treated in the same
manner as dividends of a public corporation with respect to withholding and taxation of the recipient.
7.02 Depreciation
Depreciable and Nondepreciable Assets. In general, all permanent
assets of an enterprise which incur a real loss of value as a result of
use or economic change are depreciable. Depreciable assets include:
buildings, plant equipment, tools, vehicles, furniture, real estate (if
diminishing in value through depletion, such as a quarry), organization costs of a business, patents, trademarks, and goodwill.
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Depreciation rates are often established by agreement between tax
officials and the taxpayer. Several factors are taken into account in
negotiation of such rates, including the nature of the asset, its useful
life, economic and physical depreciation, and obsolescence.
There are two methods of computing depreciation for general use.
The first is the straight-line method, whereby a fixed percentage of
the original cost of an asset is deducted each year. There are no
statutory rates of depreciation but, in general, the following rates
used under the straight-line method are accepted by the tax
administration:
1. Buildings

3 to

5%

2. Fixed plant

10%

3. Furniture

10%

4. Motor vehicles

10 to 33%

5. Tools

33%

Formation costs, start-up expenses, and generally initial organization costs of an enterprise may be deducted entirely in the year they
are incurred or amortized by fixed annual amounts over a number of
years as determined by the taxpayer. Patents and trademarks may be
amortized over their period of normal life, usefulness, or efficiency.
If the annual diminution in worth of an asset turns out to be greater
than the percentage agreed upon, the taxpayer may renegotiate the
depreciation rate to be applied. In certain cases, a single rate may be
negotiated to apply to all the assets of an enterprise. Examples of
such enterprise-wide rates are 12.5% in the case of refineries and
8% in the case of mines.
Depreciation may also be computed by employing the decliningbalance method on assets acquired on or after January 1, 1963.
Percentage rates under the declining-balance method are limited to
twice the rate which would be applied under the straight-line method.
Several additional qualifications limit the scope of its applicability.
Taxpayers must inform the tax officials of their election of the
declining-balance method at the time of filing their tax return for the
year of election. When the amount of annual depreciation computed
on the declining method becomes less than if the depreciation had
been applied on the straight-line method, the latter method may be
applied until complete depreciation of the asset. Special accelerated
rates of depreciation are allowed as of November 29, 1977 (2.05).
Basis for Depreciation. Cost (including freight, brokerage fees, and
insurance in transit, etc.) normally constitutes the basis for deprecia-
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tion. Ancillary costs, however, such as costs for transportation and
installation, fees, duties, taxes and similar acquisition expenses of
fixed assets may be amortized in full during the year of acquisition or
over a period of time at the taxpayer's choice.
Depreciation must be entered in the books to be deductible.
Sale of a Depreciable Asset. Although a gain on the sale of a depreciable business asset is generally taxable at normal tax rates, in
certain cases it is exempted or taxed at reduced rates (6.05). The
gain on the sale of a depreciable asset is defined as the difference
between the amount realized on the sale and its depreciable basis
less total depreciation taken.
7.03 Depletion and Other Items Attributable to Mineral Resources
Generally, depletion and exhaustion of mineral resources are allowed
in accordance with the depreciation rules discussed at 7.02. The
tax treatment for exploration and development costs incurred in
connection with the search for and production of natural gas and oil,
and the depletion rates, may be negotiated with the tax administration. Depletion is based on, and may not exceed, capitalized costs.
See 2.05 for the partial income tax exemption available to companies
that extract natural gas and oil from deposits in Belgium.
7.04 Bad Debts
A business is generally allowed a bad debt deduction only in the
year in which it can be proved by a statement from an attorney or a
bankruptcy trustee that an account receivable or other debt is
uncollectible. Any subsequent recoveries are taxable. Additions to
general reserves for estimated bad debts are not allowable
deductions.
A special rule, however, permits a deduction from income for
additions to a reserve for probable business losses. Under this rule,
once a doubtful debt has been clearly defined, an addition to a
reserve for bad debts may be made to cover it as a future loss, as
explained at 7.15.
7.05 Payment of Rents, Royalties, and Technical Assistance Fees
Rent and Expenditures Related to Real Property, Equipment, Etc.
Lease and rent charges are deductible from income only if they
relate to the operation of a business. In general, all other expenditures related to the maintenance and use of real property, equipment,
etc., used in a business are also deductible.
Royalties and Service Fees. Royalties for the use of patents on
inventions, manufacturing processes, or similar items and service
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fees are usually deductible as business expenses. Such deductions
are disallowed where payments are made:
(a) to a foreign holding company, which is subject to specially
favorable taxation in the nation of its fiscal residence; or
(b) to tax-haven countries.
The payments are, however, deductible if proof is produced that
they are made in respect of normal business transactions and are
calculated on an arm's-length basis.
7.06 Taxes
Belgian income taxes, including penalties and surcharges, are not
deductible in computing taxable income. Similarly, taxes of
provinces and local communities, which are based on the amount of
national income tax paid, are nondeductible. If real property is used
in a business, that portion of prepaid taxes on cadastral income
which exceeds 12.5% of the cadastral income is deductible as a
business expense (2.01). Belgian taxes which are neither income
taxes nor based on income taxes are deductible as business expenses
(Chapter 13). Examples of such deductible taxes are: value-added
tax, registration, stamp, and similar taxes. Belgian tax law also
allows the deduction of certain other taxes paid to a foreign nation
(11.02).
7.07 Interest
Interest on debts incurred to maintain or acquire income from real
or personal property, or on capital borrowed from third persons for
use in a business, is normally deductible. There are several limitations, however. The part of the interest in excess of 9%, or exceeding
the interest rate of the Belgian National Bank increased by three
points if the Bank's rate is above 6%, is not deductible, nor is interest
paid on a loan by a partnership or close corporation to a related
person such as a partner or shareholder. This restriction is, however, not applicable for interest paid to Belgian banks and for interest
on public borrowings.
Allowable interest paid on loans, in some instances, has been
restricted to the extent that uncalled capital could replace the loans.
Where interest is paid on a debt incurred to produce income from
real or personal property, it is deductible only to the extent of the net
income reported from such sources. The amounts in excess of
normal interest payments to foreign affiliates and interest payments
to foreign holding corporations and tax-haven countries may be disallowed. (See remark relating to royalties and services fees at 7.05.)
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7.08 Operating Losses—Corporate and Noncorporate Taxpayers
An operating loss incurred by a corporate taxpayer during the taxable
year may be carried forward and deducted from profits in the five
succeeding taxable periods (not to exceed five years). There is no
time limit on the carryforward of operating losses incurred in the
first five years by " n e w " companies. For this purpose, a company is
" n e w " if it has been formed between January 1, 1967, and December 31, 1970, or since January 1972. Casualty losses may also be
carried forward without time limit (2.05). An operating loss may not
be carried back and set off against profits of prior years.
Business operating losses of a noncorporate taxpayer are usually
treated in a manner similar to those of corporate taxpayers. Losses
for the year are deducted from net business income for the year and
any excess loss may be carried forward and deducted from net
business income in the five succeeding taxable periods (not to exceed
five years).
Losses are deductible only if proper books of account are maintained.
Noncorporate as well as corporate taxpayers are forbidden to apply
any operating losses against extraordinary income resulting from
transfer of profits of a resident-affiliated enterprise.
7.09 Worthless Stocks and Securities
When a stock or security becomes worthless, there is no special
provision for spreading the loss over years other than that in which it
occurs. If such securities are held for speculation, loss carryover
would be available only against gains arising from similar speculation
in stock or securities.
7.10 Casualty Losses
As Belgian tax law does not specifically provide for the deduction of
casualty losses, such loss is deductible only if it qualifies as a
deductible business expense (7.01).
If a business casualty results in a gain through, for example, compensation from insurance, such gain may be exempted from tax in
the case of business assets other than inventory (6.05).
7.11 Charitable Contributions
Contributions to Belgian universities, certain research institutes,
royal academies, state museums, associations giving assistance to
underdeveloped nations and to officially recognized charitable
organizations, are deductible from business income but limited
annually to 10% of net income or BF10,000,000, whichever is lower.
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7.12 Advertising, Entertainment, and Travel Expenses
Generally, advertising and entertainment expenses are deductible if
they are substantiated, and made for the acquisition or maintenance
of the taxpayer's business income (7.01). Tax authorities may,
however, attribute part of entertainment expenses as a benefit in kind
for the beneficiary. The Belgian tax law specifically provides that
luxury entertainment expenses with respect to hunting, fishing,
pleasure boats, and maintenance of country houses are disallowed.
The revenue inspectors may also disallow that part of entertainment,
traveling, and car expenses which are in excess of reasonable
business needs.
7.13 Legal Expenses
Legal expenses are allowed as deductions if they meet the test for the
deductibility of expenses generally (7.01).
7.14 Insurance
All or part of the premiums paid on various types of insurance may be
deducted in determining taxable income. Deduction is allowed for
premiums on insurance covering accidental injury while working at an
occupation, for certain life insurance policies providing old age and
death annuity benefits, and contributions to employees' pension
plans. Also deductible are most insurance premiums for sickness
covering the taxpayer and his dependents, and premiums on insurance of real and personal property used in a business.
Compulsory social security contributions may also be deducted,
except contributions made on behalf of nonactive directors and of
"commissaires" (7.01).
7.15 General and Special Reserves
A deduction from income is specifically permitted for two types of
disclosed reserves: (a) for probable losses, including bad debts, and
(b) for future expenditures. These reserves must be disclosed as
liability accounts in the balance sheet and an itemized schedule
attached to the tax return of the year of creation. The reserve is
debited when the anticipated loss or expenditure, in fact, occurs or is
credited to current income, or when it appears that the loss or expenditure has failed to occur and probably will not occur. Provisions for
general contingencies, including a general reserve for estimated bad
debts (7.04), are not allowable.
Reserves for Probable Losses (Including Bad Debts). When the
exact amount of a business loss is not known at the end of the year in
which the related events occur, a reserve for probable loss may be
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created to cover it. There is no ceiling on the amount of such a reserve
for future business losses, but the losses must be well-defined and
not of a general nature.
Once a doubtful debt has become clearly defined, an addition to a
reserve for bad debts may be made to cover it as a future loss. Besides
being definite and specified, a bad or doubtful debt must satisfy
other conditions before it may be added to a reserve. There are,
moreover, specified ceilings that limit the tax-free amount of the bad
debt reserve. This amount may not exceed 5% of taxable profit for
the year; and the tax-free balance of the reserve at the end of the year
is limited to 7 ½ % of the highest taxable profit in any of the five
preceding years.
Reserves for Future Expenditures. Contrary to the rule for the
creation of a reserve for bad debts, there is no limit on the amount of
a reserve for future expenditures. To be deductible, an expenditure
must be of a nature to qualify as a deductible business expense, and
the events requiring the expenditure must occur, at least in part,
during the year in which the reserve is created.
Reserves for Employees' Welfare. Payments of a social nature,
relief and aid granted to employees without any contractual obligation , or transfers to a reserve account to this effect are deductible
provided these amounts do not exceed 2½% of the total remuneration for the taxable period and the balance of the reserve at the end of
any financial year is not in excess of 5% of such gross remuneration.
7.16 Nondeductibles
The following list includes a number of items that are not deductible
for Belgian income tax purposes even though they might be appropriate deductions for accounting purposes or for the purpose of
determining income under the income tax laws of other jurisdictions.
They are:
• Judicial and fiscal fines
• Gifts and charitable contributions, except as indicated in 7.11
• Interest in excess of the statutory limits (7.07)
• Income taxes, prepayments, surtaxes and surcharges, penalties and
interest for late payment (4.04 and 7.06)
• Provincial and municipal taxes based upon income taxes (7.06)
• Payments to company directors which are not remunerations for
services actually performed in the operations of the business (7.01)
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• Higher depreciation than is considered reasonable by tax officials
(7.02)
• Payments to undisclosed persons (7.01)
• Luxury entertainment expenses with respect to hunting, fishing,
pleasure boats, and country houses (7.12)
• Expenses which are in excess of business needs (7.12)
• Interest, royalties, or fees disbursed to a foreign holding company
receiving especially favorable tax treatment in its country of residence or to corporations or individuals situated in tax-haven countries, if these payments are abnormally high or otherwise considered
by the tax authorities not to be genuine (7.05 and 7.07)
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Accounting for Business Income
and Expenses
8.01 Tax Accounting Generally
Income and expenses of a business are normally determined on the
accrual method. A small business or individual in professional
practice may, however, agree with the tax officials to report income
on the cash basis.
8.02 Accrual of Business Income and Expenses
A basic tax principle is that tax is due on income the taxpayer has
realized or collected during the taxable period and that expenses are
generally deductible against such income to the extent they are
attributable to it.
Deferral of Foreign Source Business Income. If no tax treaty provision applies, individuals and corporations are taxable in Belgium on
the income from their foreign branches in the year the income arises
abroad. The business income is subject to a substantial tax reduction
(11.02).
Where treaties do exist, income of foreign branches is generally
excluded from consideration in the Belgian tax computation of the
parent corporation. Losses are, however, allowed, but under these
circumstances subsequent profits to the extent of making up losses
must be included. For an individual, the income is nontaxable in
Belgium, but is taken into consideration in determining his overall
tax rate on his other income.
8 . 0 3 Long-Term Contracts and Instalment Sales
Long-term contracts are covered by the accrual principle that income
is taxable in the year realized or collected. Accordingly, if the tax
officials agree, income may be taken up as the contract progresses.
Instalment and deferred payment sales are generally taxable as being
realized in the year of sale, unless it is clear that all the income has
not been realized and that the income should be recognized when
collected.
8.04 Inventories
In the absence of other explicit definitions, inventories are priced at
the lower of cost or market value. Cost or market valuation principles
are defined in the accounting legislation. Cost methods ordinarily
comprise the following:
FIFO, LIFO (production unit method), weighted average or individual
identification of the price of each item. Base stock methods are
permitted if the value of acquisition is negligible by reference to the
balance sheet as a whole. Exceptions are foreseen for classes of
inventories of which the prices are subject to sudden and significant
fluctuations on the "world market."
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Provisions Peculiar to Corporations
9.01 Resident and Nonresident Corporations Compared
A resident corporation is taxable on its worldwide income. Business
income generated by the foreign branch of a Belgian corporation is,
however, either exempt in Belgium by tax treaty (11.01) or is subject
to corporation tax reduced by 75% (11.02). Whether or not the
corporation is chartered in Belgium is not always relevant in determining whether it is taxable as a resident. Generally, a corporation is
resident in Belgium if its center of administration, principal place
of business, or registered office can be deemed to be in Belgium.
Partnerships organized in accordance with the rules of the commercial code, and this includes most business partnerships, are taxable
as corporations unless the partnership is eligible to make and has
made an election in favor of personal taxation of the member partners.
These partnerships are discussed at 2.02 and also under the caption
"close corporations" further on in this section. Partnerships without
legal personality, generally those not of the commercial code,
cannot elect to be treated as corporations (2.02).
The taxable income of a corporation is made up of the following
four elements:
(a) Undistributed profits—The undistributed profits included in the
tax base of any taxable year may be defined as "the net increase
in retained earnings between the end of the year and the beginning
of the year, and the net increases in the current year of certain items
designated as taxable reserves." These include legal and general
reserves, any accrued liabilities in the year-end balance sheet to cover
future losses or expenditures of uncertain amount, other estimated
expenses which are not for clearly defined risks, depreciation in
excess of the allowed annual charge, etc.
(b) Nondeductible expenses
(c) Directors' fees
(d) Dividends paid
As a general rule, all corporate income is classified as business
income (6.02), which is one of the four categories of taxable income
(2.01). Dividends received are a subcategory of business income
for purposes of the dividend-received deduction (6.04 and 9.04),
and capital gains are separately identified for purposes of the
special tax rate on the gains (6.05).
Corporation income tax is applicable at a standard tax rate, except
when a reduced rate applies if taxable income does not exceed a
specified amount or when capital gains are taxable at a reduced
special tax rate (3.02 and Rate Tables). An additional tax is due on
payments to undisclosed persons (7.01).
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Close Corporations. Certain distinctive provisions apply to partnerships treated as corporations and referred to as close corporations.
Such a corporation is accorded an option to have its income taxed
individually to each member, if certain conditions are met. These are:
(a) The close corporation must be a Belgian resident.
(b) It must not have more than 15 members.
(c) None of the members may be a corporation or other legal entity.
(d) The ownership equity or paid up capital. together with the
members' advances to the corporation, may not be more than
BF5,000,000.
(e) The election, once made, is irrevocable for a period of three
years.
The remuneration paid to active members owning shares in a close
corporation is generally deductible as a business expense (7.01),
whereas it might not be deductible if the business were a stock
corporation.
A close corporation is not defined, but several characteristics do
serve to identify it.
(a) A close corporation will normally meet the conditions listed
previously for exercising the option that its income be taxed to its
members under individual income tax rules.
(b) A close corporation will normally be organized in accordance
with the rules of the commercial code, either as a company partnership with limited liability, a limited partnership, or a general
partnership (2.02).
(c) There is restricted transferability of the members' shares,
which are not in the form of issued stock certificates nor traded on
any stock exchange.
As may be seen from the preceding text, the term "close corporation"
has been given a particular meaning; and, in any event, the term as
used here does not extend to or include a stock corporation or
limited partnership with issued shares, even if closely owned, nor
the subsidiary or branch of a nonresident corporation.
Transactions Involving Foreign Entities. An entity subject to
Belgian tax liability must prove that the payments of interest,
royalties, and fees it makes to a foreign holding company, or to an
entity situated in a tax-haven country, result from arms-length
dealing. If they do not, the deduction of these payments from taxable
income is disallowed.
Other irregular and gratuitous advantages that a Belgian enterprise,
having direct or indirect ties of interdependency with a foreign
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enterprise, may grant to such enterprise, may be summarized as
follows:
(a) The granting of interest-free loans
(b) Shares, bonds and stock sold below market or stock exchange
quotation
(c) Royalty payments, commissions, and rebates in excess of
amounts that would have been paid to an unrelated person
(d) Research work and services carried out by a Belgian corporation
or a laboratory for a related foreign enterprise when no fees or
compensation are charged for such work or services
The advantages granted are valued and added to the Belgian
enterprise's taxable income. Transactions between Belgian subsidiaries and nonresident parent corporations are commented upon
subsequently.
Belgian Subsidiaries of Nonresident Corporations. A Belgian
subsidiary of a nonresident corporation is taxed as a resident corporation, with various safeguards provided against the removal of
taxable income from Belgium in avoidance of Belgian income tax.
For example, any purchase by a subsidiary from its nonresident
parent at an exaggerated price, or any sale to its nonresident parent
at less than market value, may result in the difference being taxed
to the subsidiary.
The tax treatment accorded dividends paid by a Belgian subsidiary
to its nonresident parent depends on whether the parent corporation
itself maintains a permanent establishment in Belgium. If the foreign
parent maintains a permanent establishment in Belgium, the net
dividends received from the subsidiary are liable to nonresident
income tax subject, however, to the exemption rules and special
provisions applicable to net dividends received, as in the case of
normal intercorporate dividends (6.04). In addition, there is no
Belgian tax on the foreign parent when such dividend income is
passed to its nonresident shareholders. If the foreign parent does not
maintain a permanent establishment in Belgium, the tax on nonresidents is satisfied by the withholding tax on investment income at
the standard rate of 20% or at the reduced rate provided in tax
treaties.
Tax Treaties. Belgium has entered into tax treaties with various
countries to avoid double taxation (11.01 and Appendix A).
Nonresident Corporations. A nonresident corporation is not subject
to corporation tax but rather to nonresident tax as to income
realized or collected in Belgium. In addition, certain income items
are specifically subject to nonresident tax, such as income from
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movable property realized or collected in Belgium, income from real
property, including leases located in Belgium, and business income
from a Belgian branch or establishment, such as a center of management or a factory, warehouse, or other income-producing, unit.
Where no Belgian branch or establishment exists, income realized
or collected in Belgium by nonresident travelling business agents, or
by persons practicing a liberal or scholarly profession, is subject
to nonresident income tax unless exemption is provided by reciprocal
tax treaties. Certain special exemptions from the tax on nonresidents are accorded, such as non-dividend income normally
subject to withholding tax (i .e., interest or machinery rentals) from
movable property used in the foreign establishment of a Belgian
enterprise, where such income is paid to a nonresident. For example,
interest that an Austrian branch of a Belgian corporation pays in
Austria to an Austrian entity, for loans made to that branch, is not
subject to Belgian withholding tax. Income earned in Belgium from
ships and aircraft of a nonresident is also exempt, as is certain
income from non-Belgian securities placed with a Belgian custodian.
In general, a nonresident corporation may deduct only expenses
allocable to its Belgian operations. Thus, even though a nonresident
corporation as a whole suffers a deficit for a given taxable period,
if its Belgian establishment shows a profit as an independent entity,
Belgian income tax will be due. Problems necessarily arise as to
allocation of income and expenses of a foreign company. Certain
rules and regulations have been established to aid in this determination. For example, where no separate accounting records are kept
to determine the taxable business income attributable to the Belgian
establishment, such income may be fixed by comparison with
entities in similar businesses. In this case, the minimum assessable
profit may never be less than BF140,000 or 8% of sales related to
the Belgian operations with a minimum of BF145,000 per employee.
The minimum is BF250,000 per employee when the nonresident
corporation is a bank. Except where provided in tax treaties, any
proportion of the foreign head office administrative overhead is not
deductible by the Belgian establishment. Neither is interest deductible on loans made by the foreign corporation to its Belgian
establishment. Remuneration of the directors or officers of an
enterprise—such as salary, pension, and related social security
payments—is deductible under the tax on nonresidents only to the
extent that the remuneration is both attributable to the Belgian
profits of an enterprise and the officers actually performed duties
in Belgium and, consequently, are liable to Belgian individual
income tax.
Aside from the extensive list of items that are deemed Belgian-source
income for nonresidents, and the various provisions to protect
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the tax revenues of Belgium by controlling certain deductions of
nonresidents, the rules relating to the corporation tax on residents
also apply equally to nonresident corporations doing business
in Belgium through a branch or other establishment.
For the most part, the Belgian income of nonresident corporations
is taxed at a fixed rate of 54%. (3.02 and Rate Tables) This rate may
be reduced by application of the nondiscrimination clause contained in tax treaties. For instance. Article 24 (5) of the BelgiumUnited States tax treaty, in substance, provides that a Belgian branch
of a U .S. corporation can only be taxed at the highest rate to which
local corporations are subject (i .e., 48%). In the same manner as for
resident corporations, however, a reduced rate of 24% is applied
on capital gains on the sale of Belgian business capital assets held
more than five years. For such purposes, business capital assets
include portfolio investment shares and securities as well as real
property, plant, and machinery (6.05).
9.02 Tax on Accumulated Profits
There is no special or additional tax on a corporation solely by
reason of profits being accumulated in the business.
9.03 Affiliated Corporations
Every corporation is considered a separate taxpayer. The filing of
a consolidated income tax return by parent and subsidiary corporations is not allowed. There is positive prohibition against the use
of subsidies or other payments by one entity to another within a
group to balance the income of one member against a loss carried
forward by another member (7.08).
Generally, relief from multiple taxation of intercorporate dividends
on intercorporate permanent investments is the only concession
to group treatment of associated corporations.
9.04 Investment Holding Corporations
As described earlier at 6.04, a corporation is allowed a dividendreceived deduction (or exemption) on dividends from domestic and
foreign sources on shares held as permanent investments. The
deduction is generally 95%, but when the recipient is a financial
investment holding corporation, the deduction is lowered to 90%.
A corporation is treated as a financial investment holding corporation if it has more than 50% of its capital invested in one or
more corporations. For this purpose, capital generally means equity
(net worth). Investments in subsidiaries that amount to, at least,
75% of the subsidiary's capital stock are not taken into account
in determining whether the 50% limit is exceeded.
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When a financial investment holding corporation is redistributing the
amount available for redistribution, the 20% withholding tax is
payable by the corporation as if the dividend was paid by an ordinary
corporation to a resident individual shareholder. The individual
can apply against his income tax liability the imputed tax credit on
the dividend and the standard withholding tax.
9.05 Mutual Investment Funds
Mutual investment funds are taxable essentially the same as
investment holding corporations.
9.06 Special Type Entities
Public and legal bodies, not of the commercial code, are subject to
the legal entity income tax rather than the corporation income tax.
They are not taxed at a given rate, except on certain capital gains
and payments to undisclosed persons. Their tax liability is normally
satisfied by the tax credits and the taxes withheld on their income
from real and personal property.
9.07 Liquidations, Mergers, and Other Corporate Changes
There are four principal corporate transactions in which a Belgian
corporation may participate for tax purposes: a liquidation, a
redemption or partial liquidation, a transfer of a part of a business to
a corporation in exchange for stock of that company, and a merger.
When a corporation distributes its assets to its shareholders in
liquidation, it is subject to a liquidation tax on the excess of all
payments over the paid-in capital revalued in accordance with
coefficients to recognize past inflation or devaluation. The tax is
imposed at different rates on two categories of retained earnings,
both called liquidation gains. The portion of the distribution
representing the revalued paid-in capital is not taxable. Liquidation
gains representing corporate earnings which were transferred to
income reserves in former years are subject to a liquidation tax of
48%. The balance of liquidation gains is subject to a tax of 24%.
On liquidation distribution to individuals, there is no withholding tax,
and no individual income tax is payable. They are treated as dividends when received by a resident corporation and the 90% or 95%
exclusion from corporate income tax of the liquidation profits
received, increased by a refundable tax credit of 2 0 / 8 0 of these
amounts, is, consequently, applied.
A redemption of stock, i .e., a corporate distribution to a shareholder
through purchase of his shares, is considered a partial liquidation.
The redemption payment usually comprises a return of capital as well
as an element of excess value paid to the shareholder. The return
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of paid-in capital, revalued as above, is tax exempt. However,
the excess value paid for the redeemed stock is subject to a tax on
the corporation of 48%. In addition, the excess value constitutes
a taxable capital gain on the sale of the stock where the shareholder
whose stock has been redeemed is a corporation. The noncorporate
shareholder pays no tax on the payment he receives from the
issuing corporation in redemption of his stock.
Under certain conditions, one or more branches of an established
business may be transferred tax free to an existing or newly created
Belgian corporation in exchange solely for its stock. Such a transfer
may be made by either an individual or a corporation, whether
resident in Belgium or not. An important aspect of such a transfer
is the determination of the basis for tax purposes of the part of
the business transferred and the stock received in exchange. The
transferee corporation will have, as its basis for the portion of the
business transferred, the book value at the time of the exchange.
The transferor will retain the book value of the transferred portion
of its business as the basis of the stock received in exchange.
The last form of transaction here discussed is a merger. Belgian tax
law recognizes two types of mergers: a taxable merger which
involves the liquidation of a participating corporation, and a tax-free
merger which involves, exclusively, an exchange of stock between
the participating corporations.
If a merger involves the liquidation of a participating corporation,
it is taxable in the same manner as indicated previously for a
liquidation. If a merger is to be tax free, certain statutory requirements must be met. If they are met, the assets of the merging
corporations retain their book value as bases. Accordingly, the
merger will not affect subsequent deductions for depreciation, gains
or losses on capital transactions, or other computations dependent
on tax bases, including taxable gains on subsequent liquidation of
the surviving corporation. In a tax-free merger, there can be only an
exchange of stock between the merged and surviving corporations,
and the new or surviving corporation must be resident in Belgium.

Deloitte Haskins & Sells

53

Chapter 10

Belgium

Provisions Peculiar to Individuals
10.01 General
Individual income subject to tax is the sum of the net income in each
of the four categories of income listed at 2.01 (income from real
property, personal property, business and occupation, and miscellaneous sources), reduced by a number of deductions and allowances
(10.02 and 10.03).
An unmarried person is separately assessed, whether or not he or she
has dependents. In the case of a married couple, generally the
separate taxable net income of husband and wife are added together,
and a joint assessment is made on the head of the household.
However, a separate assessment is made if the total net occupational income does not exceed BF390,000. If the couple is divorced
or judicially separated, each is considered to be an unmarried person
for tax purposes.
10.02 Itemized Deductions—Personal Allowances
Generally, an individual may avail himself of those deductions
discussed in Chapter 7 by applying them against business or occupational income. When evidence of the actual expenses incurred in the
production of occupational income is not furnished or is not claimed,
the standard deduction from occupational income and the earned
income deduction listed in Appendix B may be applied.
Social security contributions are deductible, as noted at 12.03, in
addition to any other actual or standard deduction from occupational
income.
The following items are specifically deductible from total occupational net income:
(a) Additional insurance premiums against sickness paid to recognized Belgian insurance organizations
(b) Contributions to employee group pension plans (12.02) by way of
withholding from remuneration
(c) Premiums on individual life insurance policies, limited to 1 5% of
the first BF50,000 of total occupational net income, plus 6% on the
excess, with a maximum deduction of BF45.000
(d) Personal exemption and credit for dependents discussed
subsequently
Itemized deductions from total income are generally not allowable.
However, a taxpayer may deduct mortgage interest and alimony or
support payments. If paid to a nonresident, alimony or support payments are subject to withholding tax.
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10.03 Tax Reduction for Dependents—Personal Exemptions
As shown in the Rate Tables, a tax reduction is allowed to a taxpayer
in place of personal exemptions for family dependents. In a joint
return for a married couple, the taxpayer's spouse is counted as one
dependent.
If taxable income does not exceed a specified amount and the taxpayer has dependents, the amount of tax may alternatively be
determined from special tax schedules that reflect reduced amounts
of tax on the basis of the number of dependents. These schedules
include the personal exemptions for dependents listed in Appendix
B. If the special schedules are used, the tax reduction for dependents
would not also be applicable.
10.04 Resident and Nonresident Individuals Compared
Belgian residents are subject to income tax on their worldwide
income. An individual is a resident of Belgium for tax purposes if he
maintains his domicile or permanent home there, or if the center of
his economic and financial interests is in Belgium. Individuals not
resident in Belgium are subject to the income tax on nonresidents to
the extent of their income from specified Belgian sources. Both
resident and nonresident individuals are generally subject to withholding taxes on income earned or received in Belgium. In the case
of a nonresident, payment of withholding taxes may discharge
ultimate tax liability in certain instances without need for further
payment of tax. Accordingly, if a nonresident has Belgian income
solely from personal property located in Belgium, the required withholding taxes paid will satisfy his Belgian tax liability.
Cases in which nonresident tax must be paid are specified. For
example, where the nonresident has a permanent establishment in
Belgium which is operated for profit, nonresident tax must be paid.
The tax is also assessed if he has a residence located in Belgium, or
is an active member of a Belgian partnership or limited partnership,
whether or not it is, by option, taxed as a corporation.
Under the Belgium-United States tax treaty (11.01), an individual
resident of the United States is not taxable on remuneration for
dependent personal services that he performs in Belgium as an
employee of an employer resident in the United States if:
(a) the employee is present in Belgium for less than 183 days during
a calendar year, and
(b) his remuneration is not borne as such by a permanent establishment which the United States employer has in Belgium.
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Similar provisions are usually applicable to residents of other
countries with which Belgium has entered into tax treaties
(Appendix A).
Once it is established that an individual is subject to nonresident
tax, determination of his ultimate Belgian tax liability is made
according to the rules of individual income tax unless displaced by
special provisions of the tax on nonresidents. Except where withholding taxes paid are considered a discharge of tax liability, nonresident individuals are normally subject to tax at the same rates as
resident individuals on income from Belgian sources. Several
exemptions from nonresident tax are identical to exemptions from
tax on nonresident corporations, listed in 9.01. As in the case of a
nonresident corporation, an individual subject to the tax on nonresidents may deduct only those business costs which are attributable
solely to the production of Belgian business income. Personal
allowances and deductions listed in Appendix B may also apply to
nonresident individuals (10.02). Other exemptions or allowances as
to particular items may be provided for a nonresident taxpayer by
treaty (11.01).
10.05 Taxation of Employees and of Corporate Directors
Generally, there are no unique provisions for the taxation of employment income. Employees are subject to graduated personal income
tax on wages, salaries, pensions, and any other remuneration
received from which itemized deductions and personal allowances
have been deducted (5.01,10.01 ,and 10.02).Taxable remuneration
for services rendered by employees also includes certain non-cash
benefits, mainly with respect to free meals, lodgings, and use of a
motor vehicle provided by the employer.
Employee's compensation is taxable in the year it has been effectively received in cash or put at the employee's disposal. For
example, if an employer decides in 1978 to pay a bonus for services
performed in 1977, the bonus will be taxable to the employee
together with his 1978 income, despite the fact that the bonus may
have been accrued by the employer in 1977.
Special statutory provisions apply to remuneration paid to corporate
directors even if they are remunerated as employees under an
employment contract (7.01). If a corporate director cannot produce
evidence of the amount of his business expenses, a standard deduction equal to 5% of the fees and remuneration received, with a
maximum of BF75,000, may be applied. He may also deduct contributions payable under the self-employed social security system.
Employees of Foreign Employers. A nonresident individual is
normally taxed on income earned or received in Belgium. Thus, the
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taxable income of a nonresident individual would ordinarily include
income from employment in Belgium, except insofar as the taxability
of such income may be governed by a tax treaty (10.04).
Foreign Executives and Employees. Special tax concessions are
granted to foreign executives and employees:
(a) transferred to Belgium by foreign enterprises, or
(b) recruited abroad by Belgian companies belonging to an
international group.
These concessions are also granted to foreign researchers and
scientists recruited by Belgian research centers and laboratories.
To benefit from the special regulations, the foreign individual must
be temporarily assigned to Belgium. He must also give evidence, if
required, that he retains his fiscal domicile abroad. This is the case
when his family remains abroad, or he continues to maintain a home
abroad, or when he retains the center of his economic interests
outside Belgium.
When the above conditions are met, he will be entitled, for a
maximum period of eight years, to a special deduction or exemption
of earned income. (Extension of the time limit is available to key
personnel of coordination offices and research centers.)
The concessions consist of the following:
When the foreign executive or employee has his business activity
mainly in Belgium, he will be entitled to a 30% deduction from gross
earned income in addition to the standard deductions referred to in
the list of personal allowances (Appendix B).This deduction is
limited to a maximum of BF450,000 a year (BF1,200,000 for executives working in coordination offices or research centers duly
recognized by tax authorities).
Gross earned income means worldwide compensation for dependent
personal services, including salaries, commissions, bonuses, plus
any allowances and reimbursement of expenses of a personal nature,
such as cost of rental and living allowances, home leave indemnities,
etc., but not including school fees, moving expenses and other
similar charges.
If he travels outside Belgium on business for more than half the year
or the period under consideration, the same portion of his gross
earned income relating to his activities abroad is tax exempt.
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Generally, foreign individuals qualifying for this special concession
are assessed on 50% of their gross earned income. They may also
claim the standard deductions on the taxable portion of their compensation, but not the 30% deduction referred to previously.
Provided all requirements are met, the tax concessions granted to
foreign employees are also extended to foreign directors temporarily
performing daily management in Belgian subsidiaries.
Belgian Residents Employed Abroad. If a Belgian resident is
employed in a country with which Belgium has not entered into tax
treaties, he need only pay personal income tax at half rates on
salaries, wages, pensions, and other compensation from foreign
employment (11.02).This relief is available only if such income is
subject to tax in the foreign country where earned. If exempt by
treaty, the foreign-earned income is to be included in the total
income to determine the overall rate applicable to the taxable portion
of the income.
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Relief from Double Taxation
of Foreign Income
11.01 Foreign Tax Treaties
Belgium has entered into tax treaties with numerous countries,
including the United States. (Appendix A) The notes below concern
the Belgium-United States income tax treaty ratified September 13,
1972, retroactive to January 1, 1971. Although the treaties with
other countries are similar in many respects, the provisions are not
always identical and should be examined where necessary.
Belgian tax law affords some guidelines for the construction of
income tax treaties. Among these is the rule that the rate of tax for
individuals, but not for corporations, is to be determined on a base
which includes income exempted by tax treaty.
The Belgium-United States treaty provides for exemption from
Belgian tax of industrial and commercial profits of a United States
resident unless the enterprise is operated through a "permanent
establishment" in Belgium. Also, a United States resident not having
a "permanent establishment" in Belgium is generally exempt from
Belgian tax on:
(a) royalties derived from Belgian sources and calculated at arm's
length
(b) gains derived from the sale of capital assets, except real
property located in Belgium
(c) private pensions and annuities
Income from the operation by a United States resident in international
traffic of ships and aircraft is exempt from Belgian taxation.
Interest and dividends may be taxed by both countries, but the rate
of tax imposed by one country on such income paid to a resident of
the other country may not exceed 15% of the gross amount actually
distributed or paid.
Under the treaty, all income produced by real property located in
Belgium is generally taxed by Belgium, but an exemption is made for
interest on loans or other financing collateralized by real property.
Income produced by real property includes, for tax treaty purposes,
not only rent or gain from the sale or exchange of such property, but
also royalties in respect of the extraction of natural resources, such
as mining or quarrying.
Income from dependent personal services performed in Belgium by
a resident of the United States is also exempt from Belgian taxation
under certain conditions (10.04). Reciprocal exemption also applies
to remuneration of a professor or teacher of one country who temporarily visits the other country to teach for a period not exceeding
two years. Remittances from abroad to students and trainees of one
country, who reside in the other country for purposes of studying or
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for acquiring business experience, are reciprocally exempt for a
period not exceeding five years.
Director's fees derived by a United States resident in his capacity as
a member of the board of directors of a Belgian corporation, which
cannot be taken as a deduction by the corporation (7.01), are still
subject to Belgian taxation.
The tax treaty also provides, among other items, that a United States
citizen, or the permanent establishment of an individual or of a
corporation of the United States, is not to suffer a more burdensome
Belgian tax-load than that which Belgium imposes on its own"
nationals or corporations. Mutual agreement procedures and assistance in collection are also provided in the tax treaty.
11.02 Unilateral Relief from Double Taxation
Belgium unilaterally provides three forms of relief from double
taxation of income and profits derived abroad by Belgian resident
individuals and corporations. These are:
(a) deduction of foreign taxes from certain foreign income
(b) a tax credit for certain taxes paid abroad
(c) reduced tax rates on certain profits derived abroad
The form of unilateral relief generally depends upon the kind of
foreign income.
Relief on income from real and personal property is granted to
Belgian resident individuals and corporations by means of a deduction of the foreign taxes.
Further relief is afforded to resident individuals on income from
personalty (interest and dividends) by means of a 1 5% deemed-paid
foreign tax credit against Belgian tax liability. Resident corporations
are also granted this deemed-paid foreign tax credit in respect of
income from interest and royalties. This special foreign tax credit is
available, however, only if the income has been subject to foreign
taxation, regardless of the actual amount of foreign taxes paid.
Foreign source dividends received by a resident corporation are
treated similarly to Belgium source dividends (6.04).
If no tax treaty provision applies, individual income tax payable on
business income derived abroad by a resident individual is reduced
by 50%, and corporation income tax on business income derived
abroad by a resident corporate taxpayer is reduced 75%.
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Pensions, Pension Funds,
and Other Retirement Benefits
12.01 Taxation of Retirement Benefits and Contributions
The Belgian social security system provides old age benefits to
retired employees through pensions paid from a government pension
fund at various percentages of average adjusted earnings computed
over the employee's life. Special provision is made for salaried
employees in the form of higher contributions during employment
and higher minimum pensions upon retirement. Both employer and
employee contribute to the government pension fund at fixed rates
(14.01 and Rate Tables—Social Security Contributions). All employees in Belgium are covered, unless exempted for special reasons.
The retirement pension is payable only if the beneficiary ceases all
occupational activity or continues an authorized activity. Retirement
age is usually 65 for men and 60 for women, and an employee's
widow receives a pension calculated on the basis of the husband's
career. Private pension plans sponsored by an employer, whether by
contract or not, are granted tax relief on certain conditions (12.02).
Employer's contributions to a pension fund are not taxable to the
employee until disbursement of the pension funds is made.
Pension benefits received by a retired employee are considered
occupational income and are, thus, subject to personal income taxation and personal allowances applicable to ordinary compensation
(Chapter 10and Appendix B). However, an additional annual
personal allowance against taxable income of BF35,000, reduced
by the amount of any standard and earned income deductions applied,
is, in certain cases, granted to taxpayers over 65 (60 for widows)
who are no longer full-time employees (10.02). Pension benefits
received in a lump sum are taxed as an annuity not to exceed 5% of
the total sum (6.07). Self-employed persons or members of boards
of directors, not being under an employment contract for their total
remuneration, must contribute personally to a social security system
for independent workers. Pension benefits received from such a system are subject to the same income taxation as for a retired employee.
Certain pensions granted by law for the benefit of the prematurely
disabled, invalids, and certain others are exempt from taxation.
Additional exemption from income taxation is allowed for pensions
paid to individuals by mutual insurance companies, such as compensation for sickness, various industrial accidents, or disablement.
The anticipated pension is taxable after deduction of a fixed
abatement (10.02).
12.02 Approval of Pension Plans
Generally, there are no specific provisions for distinct categories of
approved pension plans. Private pension plans meeting certain
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criteria will entitle employers and employees to deduct contributions
from taxable income. The primary criteria for approval of a pension
plan are that contributions to it (1) be made in Belgium and (2) be
compulsory for all employees or groups of employees as a condition
of employment.
12.03 Deduction of Pensions and Contributions to Pension Funds
An employer may deduct, as a business expense, its share of social
security contributions on its employees as well as pensions paid to
retired directors or retired partners relating to their past services.
Employees may deduct from occupational income their contributions
to the social security system. Similarly, self-employed persons, or
members of boards of directors, may deduct their compulsory personal contributions to a social security plan for independent workers.
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Taxes on Sales, Transactions,
Commodities, and Property
13.01 Value-Added Tax
Tax Basis and Tax Rates. The value-added tax is levied on goods and
services delivered in Belgium, with certain exceptions and exemptions, and on goods imported into Belgian territory.
The tax is calculated on the sales price plus any additional charges,
such as insurance, customs duty, and ancillary costs relating to
imports. The following are not included in the tax basis: discounts,
rebates, interest for delayed payment, empties to be returned, disbursements on the customer's behalf, and the value-added tax itself.
Three tax rates are prescribed: a 16% normal rate and two special
rates. The latter are set out in schedules listing the goods and services
to which the special rates are applicable. Items not listed in either of
the two schedules fall under the normal rate. Exports, etc., are tax
free. For the value-added tax rates and an outline of scheduled items,
see the Rate Tables.
Taxable and Exempt Transactions. As a general rule, all deliveries of
goods in Belgium are subject to the value-added tax, whether the
goods are new or not. This includes all kinds of movables, heat and
power, growing crops, industrial and agricultural plant and machinery, and new buildings. Old buildings, and buildings sold after
December 31 of the year following the first assessment to tax on
cadastral income from real property (2.01), are not liable to the
value-added tax but to the current registration tax (13.04).
Services are taxable if they are used in Belgium, regardless of where
they are performed. The law enumerates, however, various types of
services for which the place of use is where the services are physically
carried out; for instance, any service concerning real property,
leasing of industrial and commercial buildings by enterprises engaged in leasing properties, contractors' work, hiring and letting of
movable goods, services of an agent relating to deliveries of goods
in Belgium, etc.
Transactions exempted from the value-added tax may be summarized
as follows:
(a) Services rendered by nontaxpayers (see below)
(b) Services used outside Belgium, except where the law specifically
defines the place of use
(c) Export sales
(d) Transport relating to exports and transits, and services connected with such transport
(e) Supply of transportation facilities used in international traffic,
such as ships and aircraft
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(f) Deliveries made to embassies, consulates, and international
organizations
(g) Supplies of pearls and precious stones to traders in such goods
Under the value-added tax system, with exceptions for imports and
for sales of vehicles (cars, planes, boats), the tax is due only if the
transaction is carried out by a taxpayer. See later in this section for
the technical sense given to the word "taxpayer." Goods imported are
always taxable, whatever the qualification of the importer may be
(taxpayer, nontaxpayer, or private individual).The liability for tax,
payable by the importer, arises on completion of the customs
clearance. Vehicles are also subject to tax when the seller is a
taxpayer (13.01).
Taxpayer—Nontaxpayer. A taxpayer is the person who carries out
the delivery of goods or services in a usual or independent manner,
as principal or secondary activity, with or without a profit-making
motive. A person includes a corporation, limited liability company,
or partnership as well as an individual. Taxpayer more commonly
refers to the person who must account for the value-added tax—the
one who pays the tax to the government. The amount of tax payable
is the tax charged by the taxpayer on goods and services he delivered,
less the tax charged to the taxpayer on goods and services he
received. Only a taxpayer may deduct or recover the tax charged to
him, as explained subsequently.
A partial taxpayer is one who carries on both taxable and exempt
activities. He, accordingly, is a taxpayer in respect of his taxable
activities.
A nontaxpayer is a person who supplies exempted services, mainly:
(a) Notaries, lawyers, bailiffs, physicians, and medical practitioners
(b) Health institutions, hospitals, old people's homes, etc.
(c) Teaching establishments, book and record libraries, and reading
rooms, teachers and masters, lecturers, artists, professional sportsmen, exhibitors of museums, monuments, sites, and parks
(d) Banks for certain transactions
(e) Insurance brokers and stockbrokers
(f) Insurance companies and experts in insurance matters
(g) Societies, partnerships, and unions which operate on a nonprofitmaking basis
A nontaxpayer is considered as the final consumer of goods and
services received; and he may not deduct or recover the tax charged
to him.
Deductions and Recovery. The qualification of a person as "taxpayer" is essential, since he is the only person authorized to deduct
66

Deloitte Haskins & Sells

Belgium

the tax on goods and services received from the tax charged on
goods and services delivered to his customers. The taxpayer maintains his deduction rights even if he carries out tax-free transactions
(such as exports, etc.). He may not, however, include among his
deductions 50% of (1) the creditable portion of value-added tax
paid on the purchase price of motor vehicles and of (2) the total
value-added tax paid on running and maintenance costs of these
vehicles. Value-added tax paid on the following purchases or
expenses is not deductible: manufactured tobacco, spirits, hotel
and restaurant expenses, and entertainment.
A special transitional arrangement has been made to restrict the
deductibility of the value-added tax on purchases of investment
goods (capital assets) in the years from 1971 to 1980. A credit is
only available for that part of the value-added tax paid which exceeds
the following percentages:
Investment goods acquired during:
1971 (10%)
1972 (7.5%)
1973 to 1980 (5%)
There are no restrictions in 1 980 for additional investments or
investments generating employment. For new enterprises formed
after October 1, 1976, the value-added tax paid on all capital
investments made in 1980 is fully deductible. For motor vehicles,
the percentages are 12%, 9%, 6%, and 5% for the respective years.
When, at the end of a period (monthly or quarterly), the amount of
deductible value-added tax exceeds the amount of tax charged to
customers, the excess is either carried forward to the following
period or refunded if the amount is at least BF60,000 by the end of
each quarter. If at the end of a calendar year the balance is at least
BF300, a refund is made.
Returns and Payment. The taxpayer has to fill in a declaration form
every month covering all taxable transactions carried out during one
month. This document reflects the taxpayer's current account with
the government for the taxes payable and deductible. This declaration and the payment of any balance due the government must be
made within 20 days after the monthly declaration period. Taxpayers with an annual turnover under BF5,000,000 may complete
and submit a simplifed quarterly declaration. They must, however,
make monthly advance payments of one-third of the anticipated
quarterly balance of tax due in their first value-added tax return or
of the value-added tax due in their preceding three-month declaration period.
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Penalties and interest for late filing of value-added tax returns and
late payment of the tax due are automatically applied.
13.02 Excise Tax and Customs Duty on Specific Commodities
Excise tax and, where appropriate, customs duty are levied on
certain goods. The customs tax applies generally to all imported
goods, unless an exemption or a reduced rate is provided. For
example, customs duties on trade among the Common Market
member states are totally or progressively eliminated. The excise tax
applies only to specified items (imported from abroad or manufactured in Belgium), including mineral water and lemonades,
mineral oil products, sugar, beer, alcohol, and tobacco. The rates of
excise taxes vary considerably and frequently from one product to
another. They are generally levied at a price fixed according to the
quality and the quantity of units of the product.
13.03 Local Taxes on Real Property
Belgian provinces and municipalities impose a surcharge upon the
prepayment of the tax on cadastral income from real property (2.01),
the surcharge rates varying widely depending on the province and
municipality where the property is situated. The usual effect of the
local surcharge is that the total tax payable generally exceeds 25%
of the cadastral income. However, the portion of the tax that does not
exceed 12.5% of the cadastral income can normally be credited
against Belgian tax liability.
13.04 Stamp, Registration, and Recording Taxes and Special Taxes
Documentary and Other Stamp Taxes. Stamp tax is applicable at
varying or ad valorem rates on stock exchange transactions, commissions and fees of insurance agents, insurance contracts, and
certain financial documents and certificates (Rate Tables). The types
of documents to which stamp tax applies are manifold, but the tax
cost usually is not burdensome. Generally, stamp taxes are deductible from the taxable income of a business (7.06). An honorarium is
also paid to the government official who validates the instruments
upon which the tax is paid.
Registration and Recording Taxes. Registration and recording taxes
are applicable on a number of important financial transactions
relating to the capital of corporations and real property located in
Belgium (Rate Tables). These taxes are levied at a variety of rates
and are usually paid via notaries with respect to instruments and
documents validated by them. These taxes are normally deductible
from taxable income (7.06). As in the case of stamp taxes, an
honorarium is paid to the validating government official.
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Special Taxes. Other important sources of tax revenue are the taxes
levied by the Administration of Direct Taxes on motor vehicles and
gambling machines.
The annual tax on the operation of motor vehicles is based on
horsepower and is between BF720and BF18,300 for up to 20 h.p.,
plus BF1,000 for each h.p. above 20. The tax is increased by 10%
for municipal taxes. The tax on gambling machines may be as much
as BF100,000 per machine per year.
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Employment Taxes
14.01 Social Security Contributions
Both employers and employees contribute under the compulsory
Belgian social security system coordinated by an official organization (the Office National de Sécurité Sociale). The system provides
health care, employee unemployment benefits, old age and widows'
pensions (12.01), family allowances, and annual vacation pay. The
employer pays both contributions quarterly and recovers the
employee's share by withholding it from his salary or wages. The
rate of contribution required of employer and employee varies
according to (1) the number and type of social security benefits
available to an employee, (2) the earnings of the employee, and
(3) whether an employee is salaried or a wage earner. The schedule
in the Rate Tables indicates the percentage of contributions
applicable to the employee's earnings limited to special ceilings.
14.02 Employment Charges
In addition to his social security contributions, the employer must
provide workmen's compensation insurance and certain other forms
of protection for his employees. These payments are made by the
employer alone and are required by law to be proportional to his
total payroll.
A paid vacation, at present fixed at four weeks, is contributed entirely
by the employer. The payment amounts to a full month's salary plus
85% of a month's salary as double pay for employees (intellectual
workers). If the employee leaves before having taken his vacation,
the employer pays him 14% of his earnings for the period of activity
giving rise to the vacation entitlement.
Manual workers' vacation pay is usually paid directly to the National
Social Security Office in the form of additional contributions.
It is also customary in Belgium to pay salaried employees a year-end
bonus equivalent to one month's salary. This is known as the
"thirteenth month." Some payments of year-end bonuses to salaried
and wage earner employees have already been rendered mandatory
by decisions of legal parity commissions, i.e., joint labor-management councils in all sectors of industry and trade.
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Estate and Gift Taxes
15.01 Estate Tax
A graduated tax is imposed on the value of a decedent's estate. The
tax is, essentially, an inheritance or succession tax on the legacy
received by each beneficiary. Generally, the residence of the
beneficiary does not affect the imposition of the tax.
If the decedent was domiciled in Belgium at the time of death, the
estate includes all property no matter whether within or outside
Belgium. A deduction is allowed for the debts of the decedent,
including funeral expenses. The amount of tax varies not only with
the amount of the legacy but also with the relationship of the
beneficiary to the decedent (Rate Tables). Several exemptions and
tax credits are allowed to beneficiaries who are members of the
decedent's family. These include an exemption from tax of
BF500,000 for each descendent as well as a spouse with children.
A child also receives a credit against estate tax of 2% of the tax
otherwise payable, and for a spouse this credit is increased to 4%.
Certain other exemptions are available where the beneficiary has
not reached majority or is a spouse upon whom minor children are
dependent. Also, if the estate includes foreign real property, a tax
credit is allowed for foreign estate, inheritance, or succession taxes
paid in respect of the property. Although nonresident beneficiaries
are taxable at the same rate of tax as residents, allowable deductions
may vary.
In the case of decedents not domiciled in Belgium, the tax applies to
their real property situated within Belgium at the time of death.
The taxation of an estate and its legacies may be affected by the
provisions of a bilateral estate tax treaty (11.01 and Appendix A).
15.02 Gift Tax
A tax is imposed on gifts made by resident and nonresident individuals of real property situated in Belgium and on gifts by resident
individuals of other property whether located in Belgium or not.
Gift tax rates are the same as those for estate tax (Rate Tables).
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Income Taxes—Individuals (3.01,10.01)
Income Tax Rates (Note 2 ) :
Taxable Income
Bracket
(Belgian Francs)
85,000750,000
750,000- 1,000,000
1,000,000- 1,500,000
1,500,000- 2,000,000
2,000,000- 3,000,000
3,000,000- 4,000,000
4,000,000- 14,194,400
14,194,400- upward

Tax on
Lower Amount
(Belgian Francs)

Percentage on
Excess over
Lower Amount

(Note 1)
252,500
371,250
633,750
921,250
1,551,250
2,241,250
9,581,220

(Note 1)
47.5
52.5
57.5
63
69
72
67.5

Special Rates:
Long-term capital gains (6.05)
Miscellaneous income (2.01 and 6.05)

16.5%
16.5% or 33%

Municipal Tax
Maximum 6% of income tax, less tax reduction for dependents.
See next page for continuation of individual income tax rates and
notes.

(continued)
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Income Taxes—Individuals (continued)
Tax Reduction for Dependents and Newly Married Couples
(Note 3 ) :
Percentage reduction of income tax on taxable income up to
BF390,000 when there are one to three dependents, or on taxable
income up to BF390,000 plus BF41,000 for each dependent beyond
the third, if there are more than three:
Number of
Dependents
One
Two
Three
Four
Five
Six
Seven
Eight

Rate %

Maximum Tax
Reduction (BF)

5
10
20
30
50
70
90
100

4,618
9,236
18,472
32,792
63,161
100,727
146,406
181,451

The taxpayer is not considered a dependent. In the joint return for a
married couple, the taxpayer's spouse is counted as one dependent.
Percentage reduction of income tax in the year following a first
marriage and birth of a child in the first or second year following
marriage:
20% of income tax on first BF125,000 of taxable income.
Notes:
1. The basic tax on taxable income up to BF750,000 is determined by
reference to a special tax schedule that presents graduated amounts
of tax on cumulative amounts of income, the tax varying from BF300
on income of BF85,000 to a tax of BF252,500 on income of
BF750,000 for a taxpayer without dependents. No tax is payable if
income is under BF85,000, this being the taxpayer's personal exemption . See listing above and Note 3 for tax reduction for dependents.
2. Basic and municipal tax rates are subject to an underestimation
penalty if advance payments of estimated income tax liability for the
year could have been made in the circumstances (4.02), and the
payments are insufficient or not made.
3.The tax reduction for dependents is in place of personal exemptions for dependents. If taxable income is under BF750,000 and
there are dependents, the amount of tax may alternatively be determined from special tax schedules that reflect reduced amounts of
tax on the basis of the number of dependents. If these special
schedules are used, the tax reduction for dependents listed above
would not also be applicable.
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Income Taxes—Corporations (3.02, 9.01)
Rates
Resident corporations, in general—on
net taxable income
Nonresident corporations—on net
taxable income
Resident corporations (other than
investment holding corporations or
subsidiaries of domestic or foreign
corporations) (see3.02):

48%
54%

(1

1)(2)

Net taxable income
Not exceeding BF1,000,000
Between BF1,000,001 and
BF1,700,000

Between BF1,700,001 and
BF3,000,000
Between BF3,000,001 and
BF 15,000,000

Exceeding BF15,000,000
Long-term capital gains (6.05)
Liquidation tax (9.07):
Distributed retained earnings
Liquidation gains

33%

(1

33% on BF1,000,000
plus 50% on the portion
over BF1,000,000
40%

(1

40% on BF3,000,000
plus 50% on the portion
over BF3,000,000
48%
24%

(1

48%
24%

Notes:
1. These taxes are subject to an underestimation penalty if advance
payments on account during the year are insufficient or not made
(4.02).
2. Most of the tax treaties between Belgium and foreign countries
contain a nondiscrimination clause which reduces the rate applicable
to nonresident corporations from 54% to 48%.
For corporations situated in:
France, Luxembourg, and The Netherlands
United Kingdom and Republic of Ireland

50.6%
53%

3. A levy on so-called exceptional profits earned by companies has
been set up on a temporary basis on March 30, 1976. This special
levy, at the rate of 4.8%, is due on profits of the year which exceed
the average profit of a reference period.
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Value-Added Tax (13.01)
Normal rate:
16% rate for most products or services not included in the
following rates.
Reduced rate:
6% rate—Schedule A
Necessities and essential foodstuffs, such as meat, dairy products,
vegetables, fruits, food products, newspapers, pharmaceutical
products, supply of gas, etc.. as well as services of a social or cultural
nature, such as agricultural services, transportation, dry cleaning,
performances, rental and licensing of movie films, fuel, etc.
Increased rate:
25% rate—Schedule B
Essentially so-called luxury articles, such as: motor vehicles, boats,
aircraft, jewelry, watches, furs, arms, perfumes, radio and television
sets and their accessories, photographic equipment and accessories, alcoholic beverages.
Exports, etc., are tax free.
Note:
The sale of secondhand motor vehicles, boats, and aircraft by
nontaxpayers is subject to a registration tax of 25%.
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Social Security Contributions
(January 1, 1980)
1. Unemployment, family allowances
Contributions as percent
of remuneration
Up to a ceiling of
BF32,750 per month

Withheld from remuneration
Employer's portion

Manual
Workers
1.20%
1.75%
2.95%

Salaried
Employees
1.20%
1.75%
2.95%

2. Old age and widows' benefits for salaried employees and
health care
Up to a ceiling of
BF54,150 per month
Withheld from remuneration
1.10%
6.70%
Employer's portion
1.80%
9.80%
2.90%

16.50%

3. Old age and widows' benefits for manual workers, health care, and
annual vacation
No ceiling on
monthly remuneration
Withheld from remuneration
7.80%
1.80%
Employer's portion
26.60%
12.50%
34.40%

14.30%

The above ceilings on remuneration vary with the cost-of-living
index. In addition to the above, employers bear a charge of 8.75% on
108% of the manual workers' annual wages, without ceiling, to
provide double vacation pay.
Note:
Social security contributions for manual workers are calculated on
108% of their wages.
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Recording Taxes

(only major transactions listed)
Stock exchange transactions

0.07% to 0.35%, depending on
the type of bonds and
securities traded

Bills of exchange

0.05% of the amount of the bill

Insurance contracts

1.40% to 8.25% on annual
premium

Sale of real estate

12.5% of market value

Lease of real estate

0.2% of total rent and rental
charges for the duration of
the lease

Establishment or increase in
capital of a Belgian
corporation

1 % of the authorized capital or
increase in capital by way of
ordinary contribution, such
as cash, other assets or
surplus reserves;0.5% on
contributions resulting from
mergers

Mortgage on Belgian real
estate

1.20% of the amount of the
mortgage

Furnished vacation
accommodation

7.5% of the rent
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Estate and Gift Taxes (15.01 and 15.02)
Beneficiary or Donee (Direct Descendents or Ascendents):
Husband and Wife
Taxable Inheritance
or Gift (BF)

Tax on Lower
Amount (BF)

0500.000
500,000- 1,000,000

1,000,000- 2,000,000
2,000,000- 4,000,000
4,000,000- 6,000,000

6,000,000- 8,000,000
8,000,000-10,000,000
10,000,000-20,000,000
20,000,000-upward

Rate on
Excess (

None
15,000
35,000
85,000
225,000
425,000
705,000
1,065,000
3,265,000

22
25

None
100,000
225,000
925,000
2,925,000

25
35
50
65

None
125,000
275,000
1,075,000
3,275,000

25
30
40
55
70

None
150,000
325,000
1,325,000
3,925,000

30
35
50
65

3
4
5
7

10
14

18

Brothers and Sisters
0500,0001,000,0003,000,0007,000,000-

500,000
1,000,000
3,000,000
7,000,000
upward

20

Uncles or Aunts and Nephews or Nieces
0500,0001,000,0003,000,0007,000,000-

500,000
1,000,000
3,000,000
7.000,000
upward

Other Beneficiaries and Donees
0500,0001,000,0003,000,0007,000,000-

500,000
1,000,000
3,000,000
7,000,000
upward
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Countries with Which Belgium
Has Tax Treaties
Income Tax Treaties
Austria
Brazil
Canada
Czechoslovakia
Denmark
Finland
France
Germany
Greece
India
Indonesia

Ireland
Israel
Italy
Japan
Korea
Luxembourg
Malaysia
Malta
Morocco
Netherlands

Norway
Poland
Portugal
Rumania
Singapore
Spain
Sweden
Tunisia
United Kingdom
United States

The above agreements are of a general nature. There are also
restricted agreements with countries not listed above, mainly with
respect to shipping and air transport profits.
Estate Tax Treaties1
France

Sweden

Agreements have been signed but not ratified with the following
countries:
Income Tax Treaties: Ivory Coast
Estate Tax Treaties: United States
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Personal Allowances (10.02)
Standard Deductions from Occupational Income
1. Individuals other than those listed in Item 2 below:
Gross Taxable Income (BF)
0-1 50,000
1 50,000-300,000
300,000-900,000
900,000-upward

Rate or Amount
20%
10%
5%
BF75,000

2. Belgian corporation directors, statutory auditors, and active
partners in partnerships subject to corporation tax:
5% on compensation up to a maximum of BF75,000
Foreign officers and employees of foreign enterprises (10.05):
30% of gross taxable income not exceeding BF1,500,000
(BF4,000,000 for executives working in coordination offices or
research centers) in addition to standard deductions listed in
Item 1 above
Earned Income Deductions
1. Fixed abatements
(These amounts have to be apportioned according to the category of
the income and to the respective incomes of the spouses.)
Amount (BF)
On occupational income
On social security benefits
On early retirement pension

10,000
135,000
229,000

2. On wife's earnings, after standard deductions:
addition to normal earned income deduction, an amount of
BF56,000

(continued)
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(continued)

3. Old age deductions:
—at 65 years of age (60 for a single, divorced or widowed woman)
—a maximum of BF35,000 decreased by the standard deduction and
the earned income deduction relating to pensions, if applicable
Exemptions from individual income tax
Dependents
None
One
Two
Three
Four

Taxable Income
Under (BF)
85,000
92,500
100,000
108,000
144,500
increased by BF55,500 for
each dependent above
the fourth
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Specimen Tax Computation of a
Belgian Resident Corporation
Note
No.

Computation

Computation of Taxable Income:
Undistributed profits: (9.01)
(increases in current year)

1

Profit after taxation and
distribution

2 BF

Legal reserve

3

500,000
1,250,000

Provision for corporation
income tax

7,000,000

Excessive depreciation

1,000,000

General reserve for bad debts

1,500,000

General reserve on inventories

2,100,000
13,350,000

Less operating loss carried over
from prior years

1,000,000

Total undistributed profits
and taxable reserves

BF12,350,000

Nondeductible expenses:
Corporation income tax paid on
account

9

10,000,000

Real property tax prepayment

10

260,000

Withholding tax on bank
interest received

11

9,000

Withholding tax on domestic
dividends received

12

250,000

Charitable contributions

13

50,000

Payments to undisclosed
persons

14

200,000

10,769,000

Total nondeductible expenses
Directors' and commissaires'
fees
Dividends paid
Deduct domestic dividends
received
Total taxable income

145,000

15
16
17

24,250,000
1,187,500
23,062,500
BF46,326,500
(continued)
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Computation of Income Tax Payable:
BF22,236,720

BF46,326,500 at 48% (3.02)
Underestimation penalty
on insufficient advance
tax payments (4.02):
Basic tax as above

BF22,236,720

Less:
Corporate income tax
paid on account—4
quarterly payments of
BF2,500,000 made
within due dates to
minimize underestimation penalty (Note 9)

BF10,000,000

Real property tax
prepayment (Note 10)
Withholding tax on
bank interest
received (Note 11)
Withholding tax on
domestic dividends
received (Note 12)
Total tax prepayments

260,000

9,000

250,000
10-519.000
2 0 ¼ % of BF11,717,720

2,372,838

Special tax on payments
to undisclosed persons (7.01):
BF200.000 at 67.5%
Less corporate income
tax payable thereon
BF200,000 at 48%

BF135,000

96,000
39,000

Total income tax payable

BF24,648,558

Reconciliation of Balance of Income Tax Payable:
Total income tax payable
Less total tax prepayments as above
Balance of tax payable by way of notice
of assessment (4.02)

BF24,648,558
10,519,000
BF14,129,558
(continued)
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Notes:
1. The first item included in the taxable basis of a corporation is the
difference between the amount of undistributed profits at the
beginning of the year and at the end of the year. Items designated
as "taxable reserves" must be listed, and an increase in their total
in the current year is added to taxable income, while a decrease
is deducted from taxable income.
2. The profit after taxation and distribution is the net profit retained
in the business after taxation, transfer to legal reserve, and distribution of the year-end profit as approved by the annual general
meeting of the shareholders.
3. In accordance with company law, 5% of annual profits must be
transferred to a nondistributable legal reserve until this reserve
equals 10% of the authorized capital.
4. Corporation income tax is not a deductible expense (7.06).
5. Book depreciation in excess of amounts calculated at rates
accepted by the tax administration is considered as a taxable reserve.
This excess depreciation may only be deducted from taxable
reserves in subsequent years if depreciation in any one year is not
taken, or after the end of the book life of the asset which is, in fact,
extended for tax purposes (7.02).
6. Additions to general reserves (or provisions) for bad debts are not
allowable as expenses (7.04).
7. General reserve on inventories, without specific justification that
inventory has depreciated in value because of obsolescence or for
other reasons, is not deductible (7.1 5 and 8.04).
8. A loss incurred in one taxable year may be carried forward and
deducted from profits in the succeeding five years (7.08).
9. Quarterly advance tax payments on the estimated corporation
taxable income may be made to avoid or minimize the underestimation penalty (4.02).
10. No deduction is allowed for that part of the prepayment of tax on
cadastral income from real property equal to 12.5% of such income.
This amount can, however, be credited against tax liability as an
advance tax payment (7.08).
11. All income of corporations, including investment-type income,
is generally taxed as business income (6.02). Tax withheld on interest
received may be credited against total tax liability (5.02 and 6.03).
12. The 20% tax withheld by the paying corporation may be credited
against the total tax liability (6.04).
(continued)

Deloitte Haskins & Sells

87

Appendix C

Belgium

(continued)

13. Charitable contributions are not deductible unless made
to Belgian universities and other recognized organizations within
statutory limits (7.11).
14. No deductions are allowed for payments made to undisclosed
persons (7.01). Not only are the payments nondeductible, but
they are additionally taxed at 19.5% (67.5% less 48%) as shown
in the computation of income tax.
15. Payments to company directors and commissaires which are not
in compensation for services actually performed on a permanent
and regular basis are not deductible. Distribution of a percentage of
profits to the members are not deductible. Distribution of a percentage of profits to the members of the board as approved by the
annual general meeting of shareholders is also nondeductible (7.01).
16. Dividends paid, whether interim or annual or otherwise, are not
deductible in determining taxable income.
17. A tax exemption in the form of a dividends-received deduction
equal to 95% of the net dividends from domestic sources, increased
by the 20% withholding tax levied by the paying corporation, is
normally allowable (6.04).
Example:
Net dividend received

BF 1,000,000

Withholding tax

250,000

Grossed-up dividend

BF1,250,000

Intercorporate dividends-received deduction
(BF1,250,000 at 95%)

BF1,187,500
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Specimen Tax Computation of an Individual,
Director of a Belgian Corporation
Computation of Taxable Income:
Taxable income from real property
located in Belgium (2.01):
Cadastral income of property owned
and occupied as dwelling by the
taxpayer

BF 89,000

Cadastral income of property owned
by the taxpayer and used for a
business purpose by the tenant

50,000

Net rental income of above property
BF100,000 X 60%
60,000
Less cadastral income

50,000

Taxable rental income
Total
Abatements for occupation by
the owner (one dependent)

10,000
149,000
70,000
BF 79,000

Total taxable income from real property
Taxable income from personal property
(6.03 and 6.04):
Net dividends from resident corporations

60,000

Net dividends from nonresident corporations collected through a Belgian
paying agent

12,000
72,000

Add: withholding tax (5.02)
20% from gross or 25% from net

18,000

Tax credit on dividends from
resident corporation
57.5
60,000 X
100

34,500

Total taxable income from personal property
(Carried forward)

124,500
BF203,500
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(continued)

(Brought forward)

BF203,500

Wife's taxable income from employment

(10.01):
Gross salary (after deducting her share
of social security contributions)
Less deductions (Appendix B):
Standard from occupational income

BF200,000
35,000

From net occupational income

1,856 (1)

Additional deduction on wife's earnings

56,000

Total deductions

92,856

Total wife's taxable income from employment

107,144

Husband's taxable income as director
(7.01 and 10.05):
Remuneration as an active director
in company A
Fee as inactive director in company B

720,000
70,000

Add special tax credit on fee
70,000X46
100

33,200

Total

822,200

Less social security contributions
Remainder

60,000
762,000

Less deductions:
Standard deduction (Appendix B)

38,110

Earned income deduction (Appendix B)

8,144 (2)

Life insurance premium (10.02)

45,000

Total deductions

91,254

Total husband's taxable income

670,946
981,590

Mortgage interest

36,000

Total taxable income

BF945,590

Notes:
Apportioned as follows: (1) 165,000X10,000

= 1,856
889,090
(2) 724,090X10,000
= 8,144
889,090
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(continued)

Computation of Tax Payable (One Dependent)
Total Tax Due:
First BF750,000

BF252,500

Remaining (rounded off)
BF195,000 at 47.5%
BF945,600

92,910
345,410

Less reduction for one dependent

4,618
BF340,792

Total individual income tax payable
Computation of Balance of Tax Payable:
Ratio of total individual income tax applicable
to taxable income from real property
340,792 X 79,000
981,590

(1)

27,428

(2)

43,224

Ratio of total individual income tax applicable
to taxable income from personal property
340,792 X 124,500
981,590
Ratio of total individual income tax applicable
to the wife's taxable income from employment
340,792 X 107,144

37.199

981,590
Ratio of total individual income tax applicable
to the husband's taxable income as director
340,792 X 670,946

(3)

232,941

981,590
(Carried forward)

(a)BF340.792
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(continued)

(Brought forward)
(a)BF340,792
Less tax credits and withholding taxes:
Real property tax prepayment:
BF41,700 (cadastral income BF139,000 X 30%)
Creditable portion
12.5% of net taxable cadastral income
of occupied property
(89,000 - 70,000 = 19,000)
BF 2,375
12.5% of cadastral income on
rented property
6,250
8.625
Tax credit on dividends from
resident corporations
34,500
Foreign tax credit on dividends
from nonresident corporations
Gross dividends (12,000 "net dividend"
+ 3,000 "withholding tax" X 15%)
2,250
Withholding tax on dividends
18,000
Special tax credit on director's fee
32,200
Withholding taxes—on husband's
remuneration
225,000
Withholding taxes—on wife's salary
25,000
(b)
Difference (a) - (b)
Municipal tax:
Basic tax
Less: reduction for dependent
Remainder
Balance of tax payable by way
of notice of assessment (4.02)

345,410
4,618
340,792
at 6%

345,575
(4,783)

20,448
BF 15,665

(1) Represents the limitation of creditable portion of real property
prepayment.
(2) Represents the limitation of creditable amount of tax credits on
dividends.
(3) Underestimation surcharge, for insufficient payment on account
during the year, is applicable on the excess of this ratio over the total
of special tax credit and withholding taxes on directors' compensation.
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Specimen Tax Computation of a
Foreign Employee Temporarily Resident
(10.05)
Computation of Taxable Income:
Gross earned income from employment (after deducting his share
of social security contribution)

BF1,600,000

Deductions (Appendix B):
From occupational income
Standard

(maximum)

BF 75,000

Special—30% of gross
earned income

(maximum)

From earned income

(maximum)

450,000(1)
10,000

Total taxable income

535,000
BF1,065,000

Computation of Tax Payable:
(three dependents—married couple with two children)
Tax per Rate Table:
First BF1,000,000

371,250

Remaining BF65,000 at 52.5%

34,125
405,375

Tax reduction for three dependents
(per Rate Table—maximum
deduction)

18,472

Total tax due

386,903

Less withholding tax (5.01 )—
for instance:
Balance
tax payable(4.02)
by way of
notice
ofof
assessment

380,000
BF

6,903

(1) BF1,200,000 for executives of duly agreed coordination and
control offices or research centers and laboratories.
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Taxes on Representative
Earned Incomes
Income
Earned (BF)

Single
Person (BF)

100,000
200,000
400,000
500,000
750,000
1,000,000
1,250,000
1,500,000
2,000,000
3,000,000
4,000,000
5,000,000
14,279,400

14,377
72,083
110,966
216,946
330,875
457,875
589,125
872,375
1,497,700
2,182,600
2,900,050
9,581,220

Married
Couple (BF)
(no children)
13,658
68,479
106,348
212,328
326,257
453,257
584,507
867,757
1,493,082
2,177,982
2,895,432
9,576,602

Married
Couple (BF)
(2 children)
11,502
57,666
92,494
198,474
312,403
439,403
570,653
853,903
1,479,228
2,164,128
2,881,578
9,562,748

The basic individual income tax may not exceed 67.5% of
taxable net income.
Municipal tax, usually calculated at the rate of 6% on basic tax payable, is not taken into consideration in the above tax computations.
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